








tee an 


ety 


Jann Diesian 
aS. FLEs MING 


Tu P 


of the Society 








Public Administration Review 


THE JOURNAL OF THE AMERICAN SOCIETY FOR PUBLIC ADMINISTRATION 


Volume X WINTER 1950 Number 1 


Reorganization from the State Point of View . . . . Adlai E. Stevenson 


Guideposts for wee the Efficiency of Governmental Expenditures . 
pe Rl, Gy ; hs peated Alice John Vandermeulen 


The Department of the Interior and Pacific Island Administration . . . . 
: 3 Emil J. Sady 
Symposium on Budget Theory 


Social Security and Public Employees. ae be oe es 


Apologia Pro Vita Sua 


Reviews of Books and Documents 
Allocation of Financial Resources . . F . Weldon Cooper 
Communal Autonomy, International Union of Le al Authorities 
Division of Work between the Central and Local Governments and Rules 


for Grants-in-Aid to Local Governments in Norway, Sweden, England 
and Wales, and Holland, by Kjeld Philip 











Grass Roots Democracy—Myth or Reality? R.G. Tugwell and E. C. Banfield 
TVA and the Grass Roots, A Study in the Sociology of Formal Oaguileation, 
by Philip Selznick 


Contemporary Topics 


News of the Society 





Published quarterly, in February, May, August, and November, by the American Society for Public 
Administration, 1313 East 6oth Street, Chicago 37, Illinois. Entered as second class matter February 7, 
1947, at the post office at Chicago, Illinois, under the Act of March 3, 1879, with additional entry at 
Brattleboro, Vermont. 

The contents of Public Administration Review are indexed in Public Affairs Information Service, 
International Index to Periodicals, and Index to Legal Periodicals. 

Subscriptions: $6 a year. Single copies $1.50. No discount to agents 

Annual membership dues: sustaining members $10 or more; members $6; junior members (those 28 
years of age or less) $3. Of the amount paid for membership dues, $2.50 is allocated to the subscription 
to Public Administration Review. Address: American Society for Public Administration, 1313 East 6oth 
Street, Chicago 37, Illinois. 











DMM AOL Obes Seip 


Pineal lls ie et vee ee 





IN THIS NUMBER 


Aptal E. Stevenson, Governor of Illinois, has had wide experience in public 
and private administration. Among the positions he has held are the following: 
special counsel, AAA, 1933-34; assistant general counsel, Federal Alcohol Control 
Administration, 1934; special assistant to the Secretary of the Navy, 1941-44; chief, 
Foreign Economic Administration's Italy Mission, 1943; War Department Mission 
to Europe, 1944; special assistant to the Secretary of State, 1945; adviser, United 
States delegation, Conference on International Organization, San Francisco, 1945; 
U. S. delegate, U. S. minister, U. S. representative on preparatory Commission of 
the United Nations, London, 1945; senior adviser, U. S. delegation, General As- 
sembly of the United Nations, London, 1946; alternate U. S. delegate, General 
Assembly of the United Nations, New York, 1946. 


ALICE JOHN VANDERMEULEN is assistant professor of economics at Claremont 
Men’s College and Claremont Graduate School, cn leave of absence with a grant 
from the John Randolph Haynes and Dora Haynes Foundation to do research 
on criteria of governmental expenditure. She has been instructor in economics at 
Simmons College, Wellesley College, and Harvard University, and was an econo- 
mist with the Harvard Unit of the U. S. Bureau of Labor Statistics, 1941-42. She 
has an A.B. from Bryn Mawr College, 1939, and a Ph.D. from Radcliffe, 1947. 


Emit J. Sapy has been chief of the Pacific Branch, Division of Territories and 
Island Possessions since August, 1948. Other government experience from 1938-48 
is as follows: intern in the Los Angeles County Bureau of Administrative Re- 
search; administrative assistant, United Pueblos (Indian) Agency; field repre- 
sentative of the commissioner of Indian affairs attached to the Inter-American 
Indian Institute in Mexico City; Naval Military Government Officer; and spe- 
cialist in dependent area affairs, Office of United Nations Affairs, Department of 
State. In 1941 he made a study of international organizations located in the 
Americas for the Carnegie Endowment for International Peace. He has B.S. and 
M.S. degrees from the University of Southern California. 


Jack M. Ekin has been with the U. S. Railroad Retirement Board since 1934 
working in the actuarial, statistical, and legislative analysis fields. Since 1947 he 
has been assistant director of research and chief statistician. In 1948 he was on 
leave as consultant to the Social Security Department of the United Automobile 
Workers. He received an M.A. degree from Columbia University in 1932. 


The author of “Apologia Pro Vita Sua” is an assistant in the executive branch 
of the federal government. Originally appointed in the Department of the In- 
terior, he has been successively (but not progressively) employed in four other 
agencies, in the field and departmental service. He has two degrees from a uni- 
versity in the West and one from a university in the Midwest. 








WELDON Cooper has an M.A. from the University of Texas, 1932, and a Ph.D. 
from the University of Chicago, 1939. He has taught at the Universities of Texas 
and Alabama, and is currently professor of political science and associate di- 
rector, Bureau of Public Administration, the University of Virginia. He is author 
of Texas Municipal Civil Service, Municipal Police Administration in Texas, 
Municipal Government and Administration in Alabama, and co-author of Uni- 
versity Bureaus of Public Administration. 


R. G. TuGwett is director of the program for education and research in plan- 
ning and professor of political science, the University of Chicago. He has been a 
member of the faculties of the University of Pennsylvania, University of Wash- 
ington, and Columbia University. He was assistant secretary, U. S. Department 
of Agriculture, 1933; and Under Secretary of Agriculture, 1934-37; chairman, 
New York City Planning Commission, 1938-41; Chancellor, University of Puerto 
Rico, 1941; and Governor of Puerto Rico, 1941-46. His most recent book is The 
Stricken Land. 


Epwarp C. BAnriELp has been employed by the United States Forest Service, 
the New Hampshire Farm Bureau Federation, and the Farm Security Administra- 
tion. He is currently an instructor in planning and a candidate for the Ph.D. 
degree at the University of Chicago. 





CHANGES OF ADDRESS 


Will members please notify us promptly of any changes 
of address? The Post Office has recently altered its procedure 
for notifying publishers that postmen are unable to deliver 
publications. The changed procedure makes it even more 
difficult to trace our members who have moved. If you are 
moving will you please send a postal card with your old and 
new addresses or a Post Office Form 22-S to Public Admin- 
istration Review, 1313 East 6oth Street, Chicago 37, Illinois. 











Public Administration Review is intended to promote the exchange of ideas 
among public officials and students of administration. The various views of public 
policy and public administration expressed herein are the private opinions of the 
authors; they do not necessarily reflect the official views of the agencies for which 
they work or the opinions of the editors of this journal. 





Reorganization from the State Point of View 


By ADLAI E. STEVENSON 


Governor of Illinois 





I 
ou may wonder why I am heie and 
whether a Governor of a big state does 
not have enough problems of his own 
without concerning himself with reorganiza- 
tion of the executive branch of the federal 
government. I assure you I do have. 

But the fact is that the Hoover Commission 
and its recommendations have at least two very 
important relationships to state governments. 
First, the success of the Hoover Commission 
has inspired many states to create “little 
Hoover commissions” to study reorganization 
of state governments. Second, one of the sub- 
jects investigated by the Hoover Commission 
was federal-state relations and the problems 
in that field, particularly in regard to federal 
grants-in-aid and allocation of areas of taxa- 
tion. 

In Llinois we have high hopes for our re- 
organization commission, which was author- 
ized by the most recent session of the Legis- 
lature. Illinois did some pioneering in the 
study of state government organization when 
the so-called Lowden report was issued more 
than thirty years ago. That report and the 
changes that followed in Illinois had nation- 
wide recognition and repetition. 

But in the intervening years our state gov- 
ernment has grown enormously in its func- 
tional responsibilities, its personnel, and cost. 
This growth has been typical of all the states. 
Taken together, they now spend almost $6, 
000,000,000 annually and employ almost 1,- 
000,000 people. Largely subject to state laws 
and partly subject to state supervision are also 
our 150,000 local governments, which spend 


Note: This paper is a slightly modified version of an 
address before the National Reorganization Conference 
sponsored by the Citizens Committee for the Hoover 
Report at the Shoreham Hotel, Washington, D. C., De 
cember 12, 1949. 


some $7,000,000,000 per year. Federal expendi- 
tures, it is true, far exceed these figures. In 
1932 tax collections by all the states together 
were about the same as the total collections 
by the federal government—but by 1947 the 
federal government was collecting over six 
times as much as the states. Nevertheless, if 
we eliminate federal military and foreign com- 
mitments, expenditures by states and local 
governments together are comparable in 
amount to federal expenditures. Fiscally, 
therefore, the states, together with their de- 
pendent local governments, share with the 
federal government a very large responsibility 
for our governmental system and our national 
economy. 

We are all familiar with the growth of fed- 
eral and urban functions since the nation’s 
beginning, but we are not all so conscious of 
the increase in the service and welfare func- 
tions of the states. These functions show no 
promise of abating, whether we decide to em- 
phasize the welfare ideas or the enterprise 
ideas with which our great political parties are 
contending, or whether we continue to accept 
a healthy combination of the two. 

The states in 1947 spent over $1,000,000,000 
for education and almost $500,000,000 for wel- 
fare. They are spending more now. We may 
hesitate to call this the “welfare state,” yet we 
cannot deny that it is the embodiment of the 
service state. But the services the states per- 
form are by no means limited to welfare. They 
make vast expenditures for highways and pub- 
lic works, for agriculture and resource con- 
servation, for policing and military functions, 
for health and medical services. 

No longer the constitutional repository of a 
somewhat evasive type of sovereignty, the 
American state has become the fulcrum of our 
political system, occupying a position midway 
between the federal government, with its re- 
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sponsibility for stabilizing our national econ- 
omy, and our local governments which deal 
largely with day-to-day community affairs. The 
state is now a vast public enterprise in its own 
right with a crucial aggregate impact on the 
political economy of the whole country. 

How soundly, how efficiently, how economi- 
cally, is this public enterprise being managed? 
If those of you connected with or interested in 
national government think you have prob- 
lems, listen to this. How would you like to 
operate with half of your department or cab- 
inet heads elected and not directly responsible 
to you? How would you like to try to get an 
efficient department head, who will be re- 
sponsible for spending many millions a year, 
for a salary of $8,000? How would you like to 
reconcile the need for an effective, trained 
state personnel with a long entrenched tradi- 
tion of spoils politics? How would you like to 
operate with a wordy obsolete constitution 
which carefully spells out the details of gov- 
ernmental operation and which virtually can- 
not be amended? What would the federal 
government do if it were operating under an 
antiquated tax system? 

And perhaps most important, how would 
the Citizens Committee for the Hoover Report 
deal with the lethargy about state government? 
It is not hard to stir up excitement about the 
Marshall Plan or a nationwide strike or the 
Atlantic Pact or even the federal budget. But 
how many persons know what their state gov- 
ernments do for them? How many ask them- 
selves what they would have to pay for the 
myriad social-economic tasks which the states 
and their subdivisions perform if they had to 
go out and buy those services on the market? 

For me the question, how soundly, how effi- 
ciently, how economically is the public enter- 
prise known as “Illinois” being run, is not 
merely an academic question of public ad- 
ministration. Every policy problem coming 
before me is accompanied by its associated 
problems of administration, organization, and 
management. As these problems pile up, I find 
the following kinds of questions recurring. 

1. What reduction or consolidation can be 
made in the numerous departments and com- 
missions which now report directly to me, and 
what new agencies does the state government 
need in view of the additional functions that 


have been imposed on it since its last major 
reorganization? 

2. Should a particular function of govern- 
ment be undertaken or continued? Should it 
be allocated to the state or to local gov- 
ernments, or to what particular department 
within the state? 

3. How effective are the so-called staff func- 
tions of budgeting and finance, of personnel 
and planning, which are used by members of 
my cabinet, by myself, and my staff as devices 
for the executive management and the admin- 
istrative control of the state government? How 
many of these staff procedures have become 
mere bureaucratic habits which no longer ac- 
complish the results intended, and how can 
they be made more useful tools of manage- 
ment for a busy executive? 

4. How effective and efficient are our me- 
chanics of government, our salary scales, our 
personnel practices, our classification plans, 
our administrative procedures, our space prac- 
tices in state government as compared with 
those of private business and especially as 
compared with those of other states? 


II 


HAVE mentioned the tremendous increase in 
ec years in the expenditures of states 
and local governments. With federal spending 
expanded to a far greater degree, we have 
seen an intensification of that perennial prob- 
lem of federal-state relations: competition for 
tax revenues. The federal government now 
collects nearly 75 per cent of the total taxes 
collected by all governmental units. The fed- 
eral government has retreated very little from 
its widespread use of certain types of excise 
and sales taxes which are so vital to the states. 
And local governments can no longer support 
their huge budgets with a general property 
tax alone. In California more than 100 cities 
have enacted sales tax ordinances, on top of 
the state sales tax. Many political subdivisions 
in Ohio and Pennsylvania are imposing in- 
come taxes or license taxes that are in the na- 
ture of income taxes. I understand that several 
Pennsylvania school districts have enacted 
income tax ordinances. 

One of the recommendations of the Hoover 
Commission was that our tax systems—na- 
tional, state, and local—be revised, and that in 
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this revision every effort be made to leave to 
localities and states adequate resources from 
which to raise revenue to meet the responsibil- 
ities of local and state governments. The com- 
mission advocated the creation of a continuing 
agency on federal-state relations to accomplish 
the commission’s recommendations in that 
field. This seems to me imperative if we are 
going to divide up the tax field intelligently 
and rationally, and I hope the commission on 
federal-state relations, contemplated by the 
Hoover Commission Report and considered by 
the Congress in this past session, comes into 
being. 

One of the further problems which deserves 
careful study by such a commission is federal 
grants-in-aid. Approximately 18 per cent of 
all of the monies expended by state govern- 
ments come from federally collected taxes. 
Within the last five years federal grants to 
states have more than doubled. 

The Hoover Commission recommended that 
federal grants-in-aid which are given to states 
be budgeted and administered on the state 
level as are other state funds. We are already 
following that practice in Illinois for $215,,- 
000,000 in federal funds which we expect to 
receive during the current biennium. We think 
it is more realistic to treat this money from 
federal sources like money the state itself 
raises from taxes and we are recognizing this 
in our bookkeeping. 

There are about twenty-five federal aid pro- 
grams—twelve in the field of public health 
alone. The federal aid statutes require that 
granted funds be earmarked for specific pur- 
poses. In order to get the federal funds it is 
usually necessary to appropriate general funds 
of the state and this, of course, complicates 
the state’s budgetary problems. In Illinois, for 
example, we have available a surplus of fed- 
eral money under the heart disease grant-in- 
aid program because we have not been able to 
organize a program specifically relating to 
heart disease rapidly enough to make good use 
of the money. On the other hand, we are short 
of money in the general health account—an- 
other one of eight categories of federal public 
health money which we receive. Naturally, 
strictly from the state’s standpoint, we would 
prefer to receive our federal health money in 
one general fund rather than in numerous 


earmarked accounts, as is the practice now. 
However, we cannot overlook the fact that 
most federal aid statutes have been enacted as 
a result of hard fought campaigns by sponsors 
of specific programs who wanted to insure that 
their particular programs avould be stimulated 
and expanded and we cannot expect to shift 
to the states this important policy decision as 
to the use to be made of the federal aid funds. 
This is a case where we cannot have our cake 
and eat it, too. 

Earmarking carries with it, in many in- 
stances, a good deal of federal control over the 
way we run our state agencies that spend the 
federal money. This, of course, is at the root 
of the recurring complaints about undue fed- 
eral interference. There are those who feel 
that the rapid extension of federal grants-in- 
aid is threatening the integrity of states and 
the federal system. There are others who, while 
inveighing against extending federal influence 
with the federal dollar, are very eager for the 
dollars. Some of us see less threat to states 
from federal encroachment than others and 
detect less federal domination than others. All 
of us have profited from the federal aid pro- 
grams, but we all know that there must be 
some limits to extension of federal aid. Those 
limits may well be determined, it seems to me, 
by the taxpayers’ pocketbooks more effectively 
than by frightened proclamations of states’ 
rights. 

I have previously suggested some factors 
which it seems to me must be considered in 
any evaluation of intergovernmental relations. 
(1) There are many national problems which 
can be met only on a national basis; (2) even 
where the states administer programs which 
are national in scope, to provide equal oppor- 
tunity for all there must be a distribution of 
tax revenue so that poor states as well as the 
rich can perform adequately; (3) to secure the 
funds for national programs a central collec- 
tion must be made; and (4) efficient adminis- 
tration is not inevitably tied up with geo- 
graphical closeness to the people. 

With the industrialization of this country, 
with the growing complexity of modern life 
and the stresses of our machine age, a host of 
new problems have been created. Old prob- 
lems have taken on new meaning and im- 
portance with the mobility of our industry, 
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with the freedom of movement which our fed- 
eral system has established for individuals and 
their goods as well. 

We must face the fact that in many instances 
the states either would not or could not begin 
to cope with these, vast industrial-age prob- 
lems. We must acmit this fact and recognize 
that the people, not particularly concerned 
with the philosophical problem of states’ rights 
vs. a national government, have turned to that 
source which could give them help. We must 
admit that in some instances the federal gov- 
ernment has acted as a lever to get us going. 
We must further admit that if we agree that 
all our citizens are entitled to an equal oppor- 
tunity, we must then recognize that only 
through assistance by the entire country «an 
some areas provide these essential minimuras. 
And further, because of the mobility of wcalth 
and industry, the monies which must be raised 
to support these programs, most particularly 
the individual and corporation income taxes, 
must be levied on a national basis. 

The Hoover Commission recommended that 
the grants-in-aid program be clarified and sys- 
tematized. It is interesting that two distin- 
guished members of the Hoover Commission 
expressed the opinion that federal-state prob- 
lems such as grants-in-aid were not within the 
jurisdiction of the commission. It seems clear 
that these problems cannot be sufficiently 
dealt with by our various state “‘little Hoover 
commissions.” The proposed permanent com- 
mission on federal-state relations would ap- 
pear therefore to be the answer. 

There are still other aspects of the Hoover 
Report which are of urgent concern to the 
states. But I think the few specific instances 
I have discussed will make it clear that we in 
the state governments are vitally interested in 
the further implementation of the proposals 
for reorganization of the executive branch of 
the federal government. 


Ill 


No with respect to our own internal reor- 
ganization programs, one of my major con- 
cerns is salesmanship—how to awaken public 
interest and support. I am concerned, for exam- 
ple, with the overemphasis on actual dollar 
economies which can be made and the under- 
emphasis on the less tangible but more prob- 


able increases in efficiency of operation which 
will yield only future savings. We recognize 
that it is easy simply to see reorganization as an 
economy measure, to say “this will save you 
$1,000,000 in 1950 and $1,100,000 in 1951.” 
We are concerned that if taxes are not reduced 
or expenditures actually cut, many of the gen- 
eral public will feel that a given reorganiza- 
tion has not been a success. 

Our job in the states is of first importance 
in the developing interest in government and 
efficiency in government. We are faced with 
the gigantic task not only of acquainting our 
people with the task of state government, but 
of conveying to them the idea that the services 
which they have demanded and the assistance 
they want cannot be obtained for nothing. 
We must acquaint people with the facts— 
three to four billions of dollars a year spent 
for education, the tremendous sums spent for 
welfare, highways and public works, agricul- 
tural assistance, conservation, policing and 
national guard functions, and health and med- 
ical services. We must also convey the fact 
that the states must be ever ready to step in 
with a public works program or to handle 
many other social and economic functions 
which may at any time be thrust upon us. 

But how does one do all this? How does one 
convey the fact that with understanding, par- 
ticipation, and interest, efficiency in govern 
ment becomes so much easier to attain? How 
does one point out the fact that organizations 
cannot on the same day condemn high taxes 
and ask for more services? How does one create 
interest in the election of all-important state 
legislators? These are today’s problems in 
“states’ rights.” 

I am not citing to you the plight of the siates 
simply to get your sympathy or to divert your 
eye from your primary goal—the national gov- 
ernment. Nor do we Governors think our job 
is insurmountable. Rather I raise these ques- 
tions because of the unique role of the states 
in our federal system, and because of the close 
interrelationship between these questions and 
national problems. 

On all sides today we are concerned about 
the problem of bigness in government. Most 
thinking persons of both political parties rec- 
ognize that there are limits beyond which gov- 
ernment spending cannot be pushed. The co- 
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operation from the leaders of both parties in 
the development of the Hoover Commission 
report—this meeting here today—are eloquent 
evidence of this grave concern. While dis- 
agreeing about the nature of specific programs, 
here and there, we finally are uniting—under 
the leadership of this committee—in our de- 
termination to see that the money which is 
spent is well spent. But I hope no one will 
forget that an equally important answer to 
the problem of bigness in government is our 
larger federal system. With forty-eight active, 
efficient state centers there is little or no dan- 
ger of too great a consolidation of govern- 
mental authority. 

Certainly we must recognize that there are 
fields in which the states can and should re- 
ceive assistance from the national government. 
Certainly we must understand that the finan- 
cial resources of the states are not unlimited. 
Surely in this industrial age it is apparent that 
many of the problems of health, housing, ed- 
ucation, transportation, and employment in- 
exorably flow over state boundaries. The more 
we expand our economy, the more our prob- 
lems will become national in their scope. The 
educational and medical advantages given to 
the Negro youth in the South, for example, 
vitally affect us in Illinois. Many of those 
youths will come to our state, and we will have 
to bear the burden to the extent that they are 
badly educated or in poor health. No amount 
of violent pleading for “‘states’ rights” can 
possibly stop the ever-increasing scope of these 
national problems. 

But on the other hand, those who say that 
the state is out of date, or becoming so, have 
forgotten the facts of life about our democratic 
America. Who organizes and operates our pub- 
lic schools? The states. Who protects the per- 
sons and property of our people? In the main, 
the states. Nor do we want a national code 
governing persons and property, except in in- 
terstate affairs which no state can cover alone. 

Within their constitutional field of action, 
the commonwealths for a century and a half 
have been free to work out laws and adminis- 
trative arrangements adapted to the rich va- 
riety of interests and areas in the country. If 
a state hits upon a good idea, it can quickly 
be adopted elsewhere, modified, or tried and 
found wanting. If a state wants to be dry, so 


be it; or wet, even so. One state even taxes the 
illegal sale of liquor. A state can have a com- 
munity property law or not, as it sees fit. It 
can experiment with various forms of local 
government in cities and schools as it will, or 
deal with agriculture or business or labor 
within wide limits. The state can pass blue sky 
laws, regulate public utilities, set up standards 
for state banks and insurance systems, and 
experiment with welfare plans. It is well to 
note that Wisconsin started the unemploy- 
ment payments later adopted in revised form 
for the entire country. 

This power to pass upon and decide local 
affairs is one of the very greatest assets of our 
free society, making possible democratic par- 
ticipation at the grass roots of our human re- 
lations. If our 150,000,000 people did not have 
states they would create them, rather than 
centralize all power at one point where con- 
gestion of authority would soon defeat the 
purposes and possibilities of democratic de- 
velopment and progress. 

The political genius of the Founding Fath- 
ers recognized the values of home rule on the 
one hand and national unity on the other, 
and in our federal system built even better 
than they knew. 

I suggest these thoughts because there are 
now some among us who are saying that the 
states are dead or dying, and that the national 
government inexorably is eating up the last 
vestiges of the federal system. Many of these 
persons have failed to consider what the states 
do, and have failed to realize that failure to 
perform efficiently on the part of the states 
has perhaps been the greatest cause of danger 
to the states. 

Too often people fail to remember that 
“states’ rights” must be accompanied by states’ 
responsibilities. Many of the problems of 
‘states’ rights” are caused by “states’ wrongs.” 
The greatness of a state does not depend on its 
size, its wealth, its population, but upon the 
manner in which it helps to make good the 
ends of government. We Governors have no 
quarrel with the national government, but are 
only in a friendly competition in promoting 
the pursuit of human happiness, in increasing 
our production, and in enriching the values 
of human life for all our people. And this is 
a joint task of all levels of government. 
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IV 


HAT then must we do? By all means con- 

tinue to work to improve the opera- 
tions of the national government. Focus the 
spotlight of public attention in a nonpartisan 
way on the problems of bigness in government. 
Bring people to the realization that govern- 
ment is their responsibility, that rights entail 
obligations as well. And we must keep the 
spotlight focused; this is not a one-year, two- 
year, or five-year job. The problem of bigness 
in government is here to stay. We can be suc- 
cessful only to the degree that we are persist- 
ent. 

But also please do not ever forget the states. 
Help us at home to improve our cumbersome 
governmental machinery. See that in carrying 
out essential national policies our Congress 
utilizes to the greatest extent possible these 
basic, organic, live state units to bring as close 


to home as possible the actual operations of 
the national programs. 

What then do I suggest? (1) We must recog- 
nize the need for cooperation rather than 
hostility or capitulation between levels of gov- 
ernment. (2) We must root out. unnecessary 
duplications in federal, state, and local serv- 
ices, assigning each to the government most 
fitted to administer it in the public interest. 
(3) We should encourage further federal and 
state studies to reduce the number of govern- 
mental units. And while attacking federal 
bureaucracy we should not be politically too 
timid to attack inefficient, archaic, useless local 
units and structures in our own back yards. 
(4) We should expand sound interstate agree- 
ments wherever possible. (5) We should press 
for wise and efficient administration of the 
federal grants which are made for national 
programs, with only those controls which the 
public interest requires. 





In reviewing the organization of the Executive Branch, the Commis- 


sion has made use of eight standards which have stood the test of experi- 
ence. These standards are: 


1. The chief executive should be equipped with authority adequate 
to match his responsibility, and with sufficient staff to aid him in 
doing those things which he must do. 

2. The subordinates of the chief executive should be accountable 
to him and, through him, to the legislature and to the people. 


3. The responsibilities of the subordinates of the chief executive 
should be properly located and clearly fixed. 

4. The various organization units should be grouped by major 
purpose so as to minimize conflict, duplication, and overlapping. 

5. Each activity of the government should be administered through 
the form of organization best suited to achieve its stated objectives. 
6. Good organization should include adequate provision for plan- 
ning, coordination and control. 
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7. Special provision should be made for continuing attention to 
efficiency and economy. 

8. The executive Branch as a whole should be so organized as to 
manage with maximum effectiveness its relations with the other 
branches of the Insular Government and with the Federal Govern- 
ment.—Report on the Reorganization of the Executive Branch of 
the Government of Puerto Rico Presented to the Governor by the 
Commission for Reorganization (San Juan, Puerto Rico, October 
17, 1949), PP- 3-4- 
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HE expenditures of a governmental unit, 

like those of any large organization pro- 

viding a multitude of services to thou- 
sands of persons, cannot be judged as a whole. 
The citizen’s interest in efficiency must be sat- 
isfied by separate investigations of the various 
parts of the organization. He can then sum- 
marize these results and form conclusions 
about the over-all efficiency of the govern- 
mental unit. 

The purposes of this paper are (1) to sug- 
gest the best procedure for breaking down the 
activities of a government into constituent 
parts for analysis, (2) to indicate the general 
characteristics of various yardsticks of effi- 
ciency, and (3) to propose two additional facets 
of efficiency which are not included in the 
usual investigation.! 

The most fruitful way to study a govern- 
mental unit is to divide its activities into seg- 
ments by function or service provided. One 
such service might be “fire protection.” Usu- 
ally other departments in addition to the fire 
department contribute to this function—per- 
haps the water department, the police depart- 
ment, and the building department. The 
service, rather than the department, should 
be the focus of investigation. The division of 
activities among departments is often the re- 
sult of historical development and is unim- 
portant if the departments are well integrated. 
Analysis by function will uncover lack of in- 
tegration—the hiatuses and duplications which 
embitter taxpayers. 

Fundamentally, criteria of efficiency fall 
into three categories, according to the nature 
of the data needed for applying them. They 
may be based on (1) costs, (2) methods, or 


(g) results. Each approach has advantages and 
shortcomings. A discussion of each follows in 
the next three sections. 


The Basic Measure of Efficiency 


HE basic measure of efficiency in any form 
‘tea production is cost-per-unit-produced. 
Since efficiency is relative rather than absolute, 
cost-per-unit becomes meaningful when it is 
compared with the cost of the same service at 
some other time or place. These comparisons 
are justified only when the services provided 
are very nearly identical. Valid examples are 
difficult to find. Offhand, one might think that 
a kilowatt-hour of electricity is a standardized 
product under all circumstances. This is not 
the case. The cost per kilowatt-hour may be 
higher in one area than another because an 
auxiliary generator is maintained to reduce 
the frequency of power failures. Therefore, 
electrical service has been different in quality. 
The closer one looks, the harder it is to find a 
standardized service. Gallons of water vary in 
purity, cubic feet of gas differ in heat content, 
and dollars of taxes vary in difficulty of col- 
lection. 

If the investigator satisfies himself that the 
quality of service is substantially the same, he 
must still question whether the method of 


‘The most comprehensive treatment of criteria of 
efficiency is Clarence E. Ridley and Herbert A. Simon, 
Measuring Municipal Activities (The International 
City Managers’ Association, 1943). The first two chap- 
ters discuss measurement techniques and later chapters 
indicate criteria for particular services. This booklet 
has served as such a bible for the author that it is dif- 
ficult to acknowledge the ideas absorbed from it. Cri- 
teria for particular services which have appeared in the 
last six years are often listed in the bibliographical 
sections of the Municipal Yearbook. 
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computing costs is identical. Governments are 
notoriously lax about the allocation of over- 
head cost. Interest on debt for capital con- 
struction is frequently omitted. Often no de- 
preciation is charged, and capital outlay is 
included as a lump sum in the year in which 
it is made. The allocation of overhead cost is 
further obscured when one department pro- 
vides more than one service—for example, 
when a public works department not only 
builds and cleans streets but also maintains 
parks and other recreation areas. Few multi- 
function departments trouble to allocate direct 
cost accurately, much less overhead charges. 
When they are forced to make some kind of 
division of their expenses in reports, they are 
likely to resort to hindsighted guesswork. Even 
among skilled accountants, there is no single 
generally accepted method for distributing 
overhead. A good argument can be made for 
distributing overhead either according to la- 
bor hours or according to labor expense. Dif- 
ferent figures will be obtained whenever all 
employees are not paid the same wages. 
Private enterprises are better able to use 
cost-per-unit as a measure of efficiency than 
governmental enterprises. There is more assur- 
ance in the business world that products are 
identical and that standard accounting meth- 
ods have been used. In addition, the optimum 
standard for private producers is clearly set by 
the minimum-cost producer, regardless of size 
of plant and geographical location. Unfortu- 
nately, there is no single minimum cost for a 
governmental service. Private entrepreneurs 
are free, at least in the long run, to make de- 
cisions about the size of plant which will be 
most efficient. This opportunity is not open 
to governmental agencies, except occasionally 
by contracting with other jurisdictions for 
specific services. However, governmental pro- 
duction is subject to the same economies (and 
diseconomies) of scale as private production. 
Therefore, in comparing cost-per-governmen- 
tal-service, one must make sure that “plants” 
of the same capacity are contrasted. The folly 
of overlooking the volume produced can often 
be illustrated by computing the cost of elec- 
tions per voter over a series of years. The cost 
per voter is likely to be higher in odd years 
when the election is chiefly of local interest 
and the vote is light, even though elections are 


conducted with utmost economy in every year. 

Since governments are not free to operate 
their “plants” in the most advantageous loca- 
tions, allowance must also be made for differ- 
ences in the cost of materials and labor among 
geographical areas. One corporation may be 
more efficient than another because it produces 
where labor is cheap or the climate is favor- 
able, but governmental departments cannot be 
held accountable for higher costs caused by 
locale. 

Similarly, comparisons of unit costs for one 
governmental department over a series of years 
must be adjusted for price changes. Adjust- 
ment is difficult. The movement of prices of 
goods and services purchased by governments 
usually lags behind the movement of the gen- 
eral price level. The lag is caused partly by 
the custom of governments to purchase under 
long-term contract and partly by the inertia 
of the wages and salaries of public employees. 
Labor expense is probably more sluggish than 
the cost of materials. The lag behind the gen- 
eral price level is likely to be longer in the 
expenditures of small governmental units 
than in federal expenditures. The length of 
the lag may be different in the upswing and 
downswing of a cycle. Therefore any attempt 
to adjust governmental costs by the use of a 
general price index must be made with cau- 
tion. 

With all of these qualifications, is cost-per- 
unit ever useful in judging the efficiency of a 
governmental service? There are two circum- 
stances under which cost-per-unit can be a 
valuable tool. First, cost-per-unit is helpful in 
deciding which of two distinctly different 
methods of operation is preferable. For exam- 
ple, a small town may choose to contract with 
the county for building inspection instead of 
maintaining its own building department, be- 
cause the long-run cost per permit and per 
inspection will be lower. The contract may be 
more expensive in years of high building ac- 
tivity, but cheaper in years where reinspection 
is the main chore. Second, cost-per-unit is use- 
ful in comparing the operation of a govern- 
mental department over a short period of 
time where a slight change has been made in 
the method of operation. As a matter of policy, 
governmental departments should be required 
whenever possible to calculate cost-per-unit of 





GOVERNMENTAL EXPENDITURES 9 


service as an internal check. This computa- 
tion will often be the means of detecting ob- 
solete methods. Cost-per-unit may reveal that 
some services could be provided more e¢co- 
nomically b; contract with other levels of 
government or with private business, or that 
functions which are increasing in importance 
deserve a modernization in methods. 


Measuring Efficiency Indirectly by 
Evaluating Methods Employed 
ECAUSE judgments about efficiency based 
B on cost-per-unit are filled with pitfalls, 
and because the unit of production is not al- 
ways definable (as, for instance, in the work 
of a planning commission), two types of indi- 
rect measures of efficiency have been devised. 

One type of measure evaluates the methods 
or practices employed by a governmental de- 
partment. The implied assumption is that if 
the “best” methods are used, the work is 
bound to be efficient. Naturally, “best” prac- 
tice is subject to change with technical prog- 
ress. In certain fields, such as education, recom- 
mended methods seem to contain an element 
of fashion; the techniques which are consid- 
ered best at one time go out of style and then 
reappear in a slightly different version years 
later. The “best” methods are related’ to the 
size of the operating unit. Techniques suited 
to a small town are not usually the same pre- 
ferred for a metropolis. Commonly, there is a 
minimum population size below which it is 
impossible to use accepted procedure. For ex- 
ample, it may be impractical to maintain a 
general reference library to serve a town with 
a population of only one thousand. 

“Best” practice is most readily available for 
governmental departments which are staffed 
by professionals with occupational training. 
These employees often support a professional 
organization which publishes reports of tech- 
nical research. Examples are the American 
Library Association, the American Public 
Health Association, and the National Recrea- 
tion Association. A great deal of useful in- 
formation on procedures for performing par- 
ticular governmental functions has come from 
that densely populated address, 1313 East 6oth 
Street, Chicago—the home of the American 
Public Works Association, the International 
City Managers’ Association, the Public Ad- 


ministration Service, the Municipal Finance 
Officers Association, the Civil Service Assem- 
bly, the American Public Welfare Association, 
and others. 

In this literature, it is almost always possible 
to find a discussion of techniques for perform- 
ing any specialized local function. The layman 
will have difficulty in turning these textbook 
treatments into tests for the services provided 
by his own government because he will not 
know how to weight the various deviations from 
“best” practice. For instance, is the garbage 
collection in one city which fails to use cov- 
ered trucks worse than that in another which 
collects only once every fortnight? For some 
services evaluation schedules have been de- 
vised which offer the judgment of an expert 
in weighting the various factors. The chief 
hazards in applying these schedules are: (1) 
they may call for subjective ratings which cani- 
not be made without years of experience and 
training, (2) they may require data which are 
not commonly collected, and (g) they may not 
be adjustable for geographical area, size of gov- 
ernmental unit, and characteristics of popula- 
tion. An interesting property of some of these 
schedules is that the layman is not always 
forced to investigate methods; sometimes symp- 
toms of methods are indicative to the prac- 
ticed eye, The state of cleanliness of school 
washrooms at the end of a school day may be 
used as a measure of the entire janitorial sys- 
tem. This judgment may seem hasty to the 
uninitiated, but several such indications are 
likely to provide a short cut to the correct con- 
clusion. 

There are some governmental activities for 
which no body of “best” practice has been de- 
veloped. These are likely to be one-of-a-kind 
activities (such as coinage, regulation of busi- 
ness and industry, protection against foreign 
enemies, and the postal service) or general 
activities (such as the passage of laws, the ad- 
ministration of justice, and planning). In these 
cases, the investigator must fall back on the 
gencral principles which apply to any produc- 
tive endeavor: good budgeting and accounting 


* These evaluation schedules often score an activity 
by a combination of methods and results. One six- 
teenth of the total score in the National Recreation 
Association's Schedule for the Appraisal of Community 
Recreation depends on “participation and use.” (Na- 
tional Recreation Association, 1940.) 
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practices, modern personnel techniques, sound 
organizational patterns, and so on. Because it 
is difficult to weight these principles, an at- 
tempt to evaluate a service by general methods 
is often doomed to failure. If the reader will 
start to evaluate the “general government” in 
his own locality, he will appreciate the prob- 
lems faced by the Hoover Commission. 

The use of good methods is not sufficient to 
guarantee efficiency, but it is a necessary first 
step. Among all the approaches to measuring 
governmental efficiency, an investigation of 
methods is probably safest in the hands of the 
layman. All other approaches involve compu- 
tations which may be unreliable, no matter 
how carefully they are adjusted to fit the par- 
ticular case. A study of methods also has the 
advantage of being a frontal attack on the 
causes of inefficiency. If evidences of ineffi- 
ciency are discovered in other ways (by the 
use of unit costs or records of attainment), it 
is still necessary to examine methods for the 
source of the inefficiency. 


Measuring Efficiency Indirectly by 
Evaluating Results 

HE third approach to measuring efficiency 
Tis the use of results or records of attain- 
ment. Evidence of results should not be con- 
fused with statements of effort, such as man- 
hours expended in street cleaning. Results 
must be stated in terms of the goal of the ef- 
fort, in this case, a measure of the cleanliness 
of the streets. Results may be expressed in a 
positive form—percentage of pre-school chil- 
dren found to be immune to diphtheria or 
percentage of crimes solved. They may also 
be expressed in negative form—the diphtheria 
death rate of pre-school children or crime 
rates. Sometimes results can be expressed only 
in one way: there is no positive index for 
“number of crimes prevented” and no nega- 
tive figure for “property which escaped assess- 
ment”. 

The rationale behind the use of results to 
measure efficiency is that the work must have 
been good if the results are good. Unfortu- 
nately, this approach takes no account of the 
extent of the task faced by a department. A 
wealthy residential community is likely to 
have low crime and disease rates and a small 
fire loss per thousand dollars of assessed valu- 


ation even though municipal services are abys- 
mal. Therefore, the appropriate use of results 
to measure efficiency is often confined to the 
same two occasions as the use of cost-per-unit: 
comparisons between distinctly different meth- 
ods of operation and comparisons of attain- 
ment in one activity over a short period of 
time. 

Data on results are particularly vulnerable 
to two kinds of error, (1) sampling error and 
(2) error arising from the method of collect- 
ing statistics. The smaller the governmental 
unit, the more unreliable its statistics become. 
A mild epidemic or the burning of a large 
building can distort the health or fire de- 
partment statistics for the entire year. Fur- 
thermore, the idiosyncrasies of local officials 
in recording statistics may invalidate compari- 
sons with other localities. One community 
may appear to be virtually crimeless because 
the police pride themselves on not entering 
local citizens on the blotter, while another 
community may seem to be a hotbed of crime 
because the police chief is overzealous about 
uniform crime reporting. 

The greatest drawback to the use of results 
for measuring efficiency is that the concept of 
efficiency (the ratio of output to input) tends 
to be confused with the concept of adequacy 
(sufficient input to produce some predeter- 
mined standard of output). Obviously, eff- 
ciency can exist without adequacy and vice 
versa. The investigator must be constantly on 
guard against blaming inefficiency for “unsat- 
isfactory” results when appropriations are not 
large enough to produce “satisfactory” serv- 
ices. This mistake is unlikely when the investi- 
gator must produce the cause of the inefh- 
ciency, but many evaluation schedules contain 
implied standards of adequacy. An insidious 
form of this error is found in evaluation sched- 
ules which give little credit for an assumed 
minimum of service, but score heavily for 
added features which the test-maker wishes to 
encourage.’ The layman will be unaware that 


* Appraisal Form for Local Health Work (American 
Public Health Association, 1938) follows this practice. 
Wilson G. Smillie says of it: “Greater numerical value 
is given weak elements to encourage health depart- 
ments to initiate new work. For example, the all im- 
portant factors of sanitation . . . have disproportion- 
ately small weight in the final score because they are 
alzeady accomplished in most cities.” Public Health 
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the test contains hidden preconceptions of 
adequacy. 


Efficiency in Relation to the Goal 
of the Service 

VEN if implied standards of adequacy are 
E not directly involved, the observer may err 
in assumptions about the particular type of 
service which is desired by a community. For 
instance, residential neighborhoods may build 
and maintain macadam roads which are more 
expensive in the long run than paved streets. 
This appears to be inefficiency in the function 
of providing a passageway for traffic. Yet the 
citizens may wish to preserve a quaint, village- 
like atmosphere. The service desired is not the 
provision of a thoroughfare, but the mainte- 
nance of a passable, picturesque byway. If any 
deviation is made from what the community 
wants, to what it “ought to want,” the concept 
of efficiency is blurred by standards of ade- 
quacy. 

Although it is necessary to hew to some no- 
tion of the desire of the majority of voters as 
the goal, it is not necessary to accept the 
budget, with its division into various parts, as 
the correct portrayal of majority wishes. Budg- 
ets are pieced together by administrators. ‘The 
electorate usually has almost no control over 
individual items (even New England town 
meetings are adopting the “‘limited’’ form) nor 
does it have the knowledge to exercise such 
control. This means that studies of efficiency 
should ask more than the one question, “So- 
and-so many dollars have been appropriated 
for the Such-and-such Department. How can 
they best be spent?” Two other questions 
should be asked: 

1. “Is it possible by a redistribution of 
funds among the various items in the budget 
to increase the total service provided?’ This 
increase might come about in two ways. First, 
after a point, the by-product of one depart- 
ment may be larger than the direct product 
of another, as when a dollar spent for recrea- 
tion reduces juvenile crime more than a dollar 
spent for police. Second, the larger goals of 
society, to which specific activities contribute, 
may be better served by changing the relative 





Administration in the United States (Macmillan Com- 
pany, 1940), P- 474- 


importance of the specific activities. The gen- 
eral goal—making the community a pleasant 
place to live—might be furthered by, say, 
spending more for planning and less for the 
maintenance of short-lived projects. Short- 
sighted expenditure is not efficient. 

2. “Is it possible to provide more service by 
increasing the budget without increasing the 
burden on the private economy?” A simple 
illustration of this kind of opportunity would 
be presented in a community where taxes for 
fire protection are $1.00 per thousand dollars 
assessed valuation, and fire losses (on which 
insurance rates are based) are $4.00 per thou- 
sand dollars valuation. If, by spending more 
for fire protection, both figures could be 
brought to $2.00 per thousand, there would be 
a gain in efficiency. 

The suggestion that larger government 
spending may increase efficiency will make the 
taxpayer shudder. He will envision mounting 
deficits, mushrooming bureaucracy, and mul- 
tifold leaf-raking. He associates increased effi- 
ciency with reductions in spending. However, 
when the burden on the private economy is 
considered (taxes plus the cost of compliance 
minus the value of governmental services), the 
taxpayer may find that opposition to certain 
increased expenditures is pennywise. 


Summary 

I" SUMMARY, the first step in an investigation 

of governmental efficiency is the partition 
of public activities into the various func- 
tions performed. Next, costs-per-unit-of-serv- 
ice, methods, and achievements of the func- 
tion under investigation can be compared with 
standards set by experts or previously attained 
by the same or otuer similar governmental 
units. But even if these comparisons prove fa- 
vorable, they must not be taken as conclusive 
evidence of efficiency of expenditure. Funda- 
mentally, society supports collective activity 
because it wishes the government to provide a 
desired total environment—not because it 
wishes specific tasks performed. Therefore, ef- 
ficient expenditure of public funds implies 
not only the provident use of each item in the 
budget, but also the astute allocation of total 
revenue among budgetary items so that the 
maximum contribution to the desired en- 
vironment may be made. 
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When all of these tests are passed, there is a 
final hurdle: truly efficient public expendi- 
ture should make the maximum net contribu- 
tion to the productivity of the private econ- 
omy. During the past century there has been 
a persistent upward trend in public expendi- 


the citizenry; at the same time, greater atten- 
tion has been paid to minimizing the drag on 
productivity caused by taxation. This sugges: 

that we are quite correctly groping toward a 
margin where the last dollar in the public 
budget gives rise to at least a dollar’s worth of 


private well-being. 


tures designed to increase the productivity of 





In governments, as in households, he who holds the purse holds the 
power. The Treasury is the natural point of control to be occupied by 
any statesman who aims at organization or reform, and conversely no 
organization or reform is likely to succeed that does not begin with and 
is not guided by the Treasury. The highest type of practical statesman- 
ship must always take this direction. Washington and Jefferson doubt- 
less stand pre-eminent as the representatives of what is best in our 
national character or its aspirations, but Washington depended mainly 
upon Hamilton, and without Gallatin Mr. Jeflerson would have been 
helpless. The mere financial duties of the Treasury, serious as they are, 
were the least of the burdens these men had to carry; their keenest anxie- 
ties were not connected most nearly with their own department, but 
resulted from that effort to control the whole machinery and policy of 
government which is necessarily forced upon the holder of the purse. 
Possibly it may be said with truth that a majority of financial ministers 
have not so understood their duties, but, on the other hand, the ministers 
who composed this majority have hardly left great reputations behind 
them. Perhaps, too, the very magnitude and over-shadowing influence 
of the Treasury have tended to rouse a certain jealousy in the minds of 
successive Presidents, and have worked to dwarf an authority legitimate 
in itself, but certainly dangerous to the Executive head. Be this as it 
may, there are, to the present time, in all American history only two 
examples of practical statesmanship which can serve as perfect models, 
not perhaps in all respects for imitation, but for study, to persons who 
wish to understand what practical statesmanship has been under an 
American system. Public men in considerable numbers and of high merit 
have run their careers in national politics, but only two have had at 
once the breadth of mind to grapple with the machine of government 
as a whole, and the authority necessary to make it work efficiently for a 
given object; the practical knowledge of affairs and of politics that en- 
abled them to foresee every movement; the long apprenticeship which 
had allowed them to educate and discipline their parties; and finally, 
the good fortune to enjoy power when government was still plastic and 
capable of receiving a new impulse. The conditions of the highest prac- 
tical statesmanship require that its models should be financiers; the con- 
ditions of our history have hitherto limited their appearance and activity 
to its earlier days.—Henry Adams, The Life of Albert Gallatin (J. B. 
Lippincott, 1880), pp. 267-68. 
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Division of Territories and Island Possessions 





HE imminent transfer of Guam, Ameri- 

can Samoa, and the Trust Territory of 

the Pacific Islands from naval to civilian 
government raises many interesting admin- 
istrative problems. This article describes gen- 
erally the policy of the Department of the 
Interior in territories at present under its cog- 
nizance and outlines in somewhat greater de- 
tail the authority and responsibility of the 
department for the governments in these ter- 
ritories soon to be transferred to it. 

Guam and American Samoa are possessions 
of the United States. Guam was acquired 
through cession from Spain in 1898. The 
island has a population of about 75,000, of 
whom 27,000 are Guamanians; the remainder 
consists principally ot United States military 
and civil service personnel and their depend- 
ents and Filipino construction employees 
working in military installations. American 
Samoa was ceded to the United States under 
the tripartite treaty of 1899 between the 
United States, Great Britain, and Germany. 
It has a population of about 19,000, almost all 
of whom are Samoans or part-Samoans. Guam 
and American Samoa have been administered 
by the Navy Department pursuant to Execu- 
tive orders which were shortly after 
the United States assumed jurisdiction over 
the islands. 

The Trust Territory of the Pacific Islands 
comprises the former Japanese 
islands (the Marianas, except Guam, the 
Marshalls, and the Carolines). The United 
States administers the Territory pursuant to 
a trusteeship agreement concluded between 
the United States and the Security Council of 
the United Nations July 18, 1947. On the 


issued 


mandated 
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same day an Executive order was issued vest- 
ing the Navy Department, on an interim basis, 
with administrative responsibility for the Ter- 
ritory. The Trust Territory's population of 
53,500 inhabits islands and atolls spread over 
3,000,000 square miles of ocean. 

On October 20, 1945, President Truman 
created a committee composed of the Secre- 
taries of State, War, Navy, and Interior to 
make recommendations to him regarding the 
future administration of the Pacific Islands. 
On June 18, 1947, this committee recom- 
mended that administrative responsibility for 
Guam, American Samoa, and the Trust Ter- 
ritory be transferred to a civilian agency at 
the earliest practicable date and that the Con- 
gress be urged to adopt an organic act estab- 
lishing the framework of government and the 
status of the inhabitants of these areas. On 
May 14, 1949, the President directed the Sec- 
retaries of the Interior and the Navy to sub 
mit to him by September 1, 1949, plans for 
transferring from Navy to Interior responsi- 
bility for Guam within a year and for Ameri- 
can Samoa and the Trust Territory within 
two or three years. These plans were sub 
mitted to the President in the form of mem- 
oranda of understanding between the two 
departments and provide the basis for cur- 
rent measures being taken to carry out this 
transfer of responsibility. 

On September 7, 1949, the President issued 
an Executive order transferring responsibility 
for the administration of Guam from the 
Navy Department to the Department of the 
Interior effective July 1, 1950. The President 
has also approved the plans for a similar trans- 
fer of responsibility in American Samoa and 
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the Trust Territory on July 1, 1951. Pursuant 
to these plans, a civilian governor of Ameri- 
can Samoa and a civilian high commissioner 
for the Trust Territory will assume office on 
July 1, 1950; until the transfer date they will 
be responsible to the Secretary of the Navy. 
Other provisions of these plans are similar to 
those for the Guam transfer! except that the 
Navy Department rather than the Interior De- 
partment will request funds to replace naval 
personnel with civilian. It is also stated that 
the Trust Territory transfer date was set on 
the assumption that regular sea and air trans- 
portation other than naval would be available 
by that date to satisfy commercial and govern- 
mental requirements in the Territory. The 
Navy and Interior Departments have agreed 
to submit to the President plans for such 
transportation by May 1, 1950. 


Pre-Transfer Role of Interior 


HE functions of the Interior Department 
prior to the transfer are markedly differ- 
ent from those it will have after the transfer. 
Until the transfer date, Interior's authority 
and responsibility for the island governments 
will consist chiefly of (a) recommending per- 
sons for appointment by the President as 
civilian heads of each of the three island gov- 
ernments, (b) assisting the civilian governors 
in the recruitment of qualified civilian per- 
sonnel and ia the preparation and presenta- 
tion of federal budget estimates, and (c) ex- 
pressing views on policy questions referred to 
the Department by the Navy for comment. 
Close working relations are maintained be- 
tween the two departments. Except on per- 
sonnel and post-transfer budgetary matters, 
however, authority and responsibility for de- 
cisions relating to the island governments 
until the transfer dates are vested in the Navy 
Department. While the Navy may give weight 
to Interior’s suggestions, it is not bound to 
accept them. The Navy must, of course, have 
Interior’s approval before it can commit the 
Interior Department with respect to island 
government policies after the transfer dates. 
The Department of the Interior also has 


*See Hearings before a Subcommittee of the Com- 
mittee on Appropriations, House of Representatives on 
the Supplemental Appropriation Bill for ro50, 81st 
Cong., 1st sess., (August 11, 1949), Pp. 474. 


the task of planning for assumption of full re- 
sponsibility and authority for each of the 
areas on the transfer dates. This planning re- 
lates primarily to such administrative matters 
as determining personnel and budgetary re- 
quirements; determining how certain island 
government activities now carried out by Na- 
val units, such as purchasing and accounting, 
will be handled under civilian administra- 
tion; arranging to have other agencies, such 
as the Weather Bureau and the Post Office, 
extend their services as necessary to the area; 
and making preparations in Washington to 
ensure the continuation of present public 
services after the transfer. Policies and pro- 
grams will also be examined, at least to the 
extent that they bear directly on transfer 
problems. The peoples concerned should par- 
ticipate, however, in the determination of 
policies, and there are therefore limitations, 
apart from financial ones, upon what Interior 
can now prcperly do on its own initiative con- 
cerning far-reaching policy questions. 
Examples of Interior's present activities 
with respect to Guam illustrate the depart- 
ment’s pre-transfer role. The President re- 
cently appointed the first civilian Governor 
of Guam, Carlton Skinner. He was nominated 
for this position by the Secretary of the Navy 
on recommendation of the Secretary of the 
Interior. In the past year, Interior has been 
developing a roster of candidates for employ- 
ment in the Pacific area which now includes 
over 400 active applications. The department 
hopes to develop means of determining their 
adaptability to life in the islands and with 
islanders prior to selection. Arrangements are 
being made for the recruitment of qualified 
European physicians in displaced persons 
camps who will work under the supervision of 
American physicians. The Governor of Guam 
notifies Interior of positions held by naval 
personnel which he wants filled by civilians 
and which Guamanians are not yet qualified 
to fill. Interior sends him the applications of 
qualified persons, the Governor makes the 
selections with the approval of Interior, and 
the Navy, with Interior's assistance, processes 
the necessary papers and arranges transporta- 
tion. In order to prepare budgets for health 
costs after the transfer, including the cost of 
a new civilian hospital, Interior is studying 
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problems of post-transfer relationships be- 
tween the naval and civilian hospitals on 
Guam. It is also studying civil-military rela- 
tions in providing such services as port fa 
cilities and utilities. It is working to perfect 
the organic legislation for Guam and to as- 
sist the Congress in its consideration of this 
legislation. It is seeking also to determine the 
applicability to Guam of the many federal 
laws under which federal aid is granted to 
states and territories. 


Post-Transfer Role of Interior 


NTERIOR’S relationships with the island ter- 
I ritories after the transfer occurs will vary 
according to the readiness and ability of the 
peoples concerned to exercise legislative pow- 
ers on local (i.e., non-federal) matters and to 
finance and execute, without extraordinary 
federal assistance, their own governmental 
and economic development programs. These 
factors, combined with severe budget limita- 
tions, have been decisive in defining Interior's 
relationship with territories now under its 
cognizance—a relationship that is ever chang- 
ing under the joint departmental and ter- 
ritorial drive toward the fullest possible meas- 
ure of self-government for the territories. This 
drive is reflected in the joint efforts of the 
Interior Department and the respective terri- 
torial governments to obtain statehood for 
Alaska and Hawaii; in the recent achievement 
by the Puerto Ricans of authority to elect 
their own Governor; in persistent efforts to 
establish the right of Virgin Islanders to be 
represented by a resident commissioner in the 
United States Congress; and in the extension 
of federal grants-in-aid programs and services 
of federal agencies to the territories. 

Interior neither “administers” the territories 
nor does it impose its policies on the terri- 
torial governments. The governors of the ter- 
ritories look to their territorial legislatures for 
policy determination on purely local matters. 
Interior’s influence in such affairs is normally 
limited to its (a) nomination of candidates for 
territorial positions which by law are filled by 
presidential appointment, (b) recommenda 
tions to the President that he approve or dis 
approve a local measure when the governor's 
veto has been overridden by the territorial 
legislature (except in Hawaii and Alaska, 


where the legislature's action is final), and (c) 
participation in policy and budgetary deci- 
sions involving federal funds, such as the 
preparation of requests for congressional ap- 
propriations to meet deficits in the municipal 
treasuries in the Virgin Islands and of budgets 
for the Virgin Islands Corporation, which Con- 
gress established and to which it has granted 
federal funds to promote economic develop- 
ment in the Islands. The Interior Depart- 
ment also has direct management responsi- 
bilities for the Alaska Road Commission, the 
Alaska Railroad, and the Puerto Rico Recon- 
struction Administration, which are financed 
entirely by federal funds. 

Otherwise, the department's role is to pro- 
vide liaison, service, and support for the ter- 
ritories in Washington, tasks made necessary 
in the main by the absence of full voting rep- 
resentation of the territories‘in the Congress. 
The department advises the President on ter- 
ritorial matters requiring his attention; main- 
tains interdepartmental liaison where action 
by other federal agencies is needed by the ter- 
ritories; initiates and supports federal legisla- 
tion required by the territories; and serves as a 
center of information for private citizens and 
groups interested in the territories. These ac- 
tivities are carried out by Interior's Division 
of Territories and Island Possessions in coop- 
eration with the territorial governments and 
with the nonvoting representatives from Ha- 
waii, Alaska, and Puerto Rico in the United 
States Congress. Interior also participates with 
the State Department in the formulation of in- 
ternational policies relating to the territories. 

The staff of the Division of Territories is 
insufficient to provide technical advice to the 
territories on economic and social matters. 
This has been a great handicap in those cases 
where studies are needed as a basis for federal 
legislation, e.g., to ensure uninterrupted com- 
merce with the mainland, or for federal financ- 
ing of long-range economic development pro- 
grams. While the division needs a modest staff 
of experts in economic, social, and manage- 
ment fields to ensure sound decisions within 
its proper sphere of activity, it is alert to the 
danger that overstaffing in Washington might 
result in excessive federal intervention in 
purely local matters and perhaps increase the 
territories’ dependence on the federal govern- 
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ment. It is obvious that most technical policy 
and program planning should be carried out 
at the territorial level in close cooperation 
with the legislature or peoples concerned and 
as a guide to territorial administration. 

This, in general terms, describes Interior's 
role with respect to territories now under its 
jurisdiction. Interior's functions with respect 
to Guam, American Samoa, and the Trust 
Territory after these areas are transferred to 
Interior's jurisdiction will differ somewhat. 

Guam. The enactment of organic legisla- 
tion for Guam will have a profound effect on 
the authority and responsibility of the Pres- 


ident and the Secretary of the Interior for the 


government of the island. Pending organic 
legislation would provide effective civil rights 
guarantees for persons on Guam, grant full 
legislative authority to the Guam Congress (it 
now possesses limited legislative authority), 
establish an independent judiciary, and define 
the authority of the executive branches of the 
local and federal governments with respect to 
Guam. The Interior Department is loath to 
assume responsibility for any area in the ab- 
sence of governing legislation and has urged 
the Congress to act promptly on organic leg- 
islation for Guam. H. R. 4499 was reported 
out of the House Public Lands Committee 
favorably, with minor amendments, on Oc- 
tober 3, 1949. The recent visit to the Pacific 
area of this committee’s subcommittee on ter- 
ritories should hasten the enactment of organic 
legislation for Guam. After this legislation is 
enacted, Interior’s relationship to the Guam 
government will be generally comparable with 
its relationship to other territories. However, 
for several years at least, more intensive sup- 
port will have to be given in Washington to 
the Guam government than is required by 
other territories. ‘ 

If organic legislation is not enacted by July 
1, 1950, the effective date of transfer to In- 
terior, the Interior Department will have to 
ensure that the Guam government functions 
so far as legally practicable according to the 
provisions of the recommended organic legis- 
lation, i.e., in accordance with fundamental 
principles of democratic government. This ac- 
cords with the views of the present civilian 
Governor. The most urgent need is the estab- 
lishment of an independent judiciary and defi- 


nition of the respective powers of the Guam 
Congress and the Governor. While executive 
action can provide certain remedies, it is not 
an effective substitute for organic legislation 
and Interior’s efforts will be focused to that 
end. 

The presence of a large military establish- 
ment on Guam, which has been and in some 
respects will continue to be intimately associ- 
ated with the Guam government, will result 
in differences in points of view which cannot 
always be settled locally. Examples of ques- 
tions involving the interests of the Guam gov- 
ernment with which the Interior and Navy 
Departments may have to deal are: (a) coor- 
dination of construction plans for the Naval 
Hospital and Guam Memorial (civilian) Hos- 
pital; (b) arrangements for the administration 
and costs of common services such as power 
and water supply and roads; and (c) return 
to civilian use of lands taken for military 
purposes but no longer needed for those pur- 
poses. In some cases it may be necessary for 
Guam officials to come to Washington in order 
that Interior officials may fully understand a 
problem. But such trips are costly and it is 
Interior's responsibility to be staffed to handle 
most matters on the basis of information sup- 
plied by the Guam government. 

As in the case of other territories, Interior 
will have to establish and maintain relations 
with other agencies, private as well as public, 
which have interests on Guam or are capable 
of rendering services to Guam. 

In the early years, Interior's legislative work 
load relating to Guam will be heavy. Few fed- 
eral laws now apply to Guam. The extension 
to Guam of federal grants-in-aid and the serv- 
ices of some federal agencies will require spe- 
cial legislation. The proposed organic act pro- 
vides for a commission to recommend what 
federal laws should be made applicable. The 
Division of Territories, with the help of the 
Guam government, will have to spark-plug 
the work of this commission and, until Guam 
obtains representation in the United States 
Congress, will have to assume a large measure 
of responsibility for initiating and pressing for 
enactment of necessary federal legislation. 

Millions of dollars will be required from 
the federal government to complete public 
buildings and other facilities on Guam, al- 





PACIFIC ISLAND ADMINISTRATION 17 


most all of which were destroyed during the 
war. Direct and indirect federal subsidies to 
the Guam government for operating expenses 
have totaled over $3,000,000 annually; it is 
likely that substantial, though lesser, amounts 
will be needed under civilian administration. 
While immediate responsibility for prepara- 
tion of budget justifications will rest with the 
Guam government, it will be Interior's re- 
sponsibility to review and present them to the 
Bureau of the Budget and the Congress. 

Because of its distance from the mainland, 
Guam will have to rely initially on Interior for 
assistance in recruitment of technical person- 
nel not locally available. It is hoped, however, 
that Guamanians can rapidly take over pro- 
fessional as well as administrative posts at all 
levels in their government. 

The above are examples of the functions 
relating to Guam which Interior will have to 
carry out after the transfer. Interior's respon- 
sibility as guardian of the rights and welfare 
of Guamanians will lead it into diverse fields 
and relationships. As public and private re- 
search reveals local needs and potentialities 
and as the Guam government, with the help of 
the federal government, evolves effective means 
for ascertaining and carrying out the will of 
the Guamanians, Interior’s responsibilities for 
Guam should become similar to its present 
responsibilities for other territories. 

American Samoa. What has been said of In- 
terior’s relationships with the Guam govern- 
ment and its role in Guamanian affairs is ap- 
plicable to American Samoa with several im- 
portant exceptions. 

First, the Fono of American Samoa, unlike 
the Congress of Guam has never exercised leg 
islative authority. The Fono’s functions have 
been purely advisory. It will be vested with 
legislative authority if the organic act recom- 
mended by the Interior and Navy Departments 
(H. R. 4500, 81st Cong.) is enacted. If this act 
is not passed prior to July 1, 1951, the Interior 
Department will be responsible for seeing that 
legislative authority is granted by executive 
or secretarial order and that the Fono is staffed, 
organized, and otherwise prepared for the 
exercise of this authority. Until the Fono be 
comes an effective legislative body, the Inte- 
rior Department will have to maintain close 
supervision over law-making in the territory. 


Second, Guam can look forward to many 
years of prosperity as a result of military ex- 
penditures on the island and Interior will 
have many matters to take up with the Navy 
relating to Guam. In ‘American Samoa, how- 
ever, according to present Navy plans, the 
naval station will be closed down and naval 
personnel employed therein, including all 
members of the Fita Fita Guard, will be de- 
tached from duty or assigned to duty else- 
where. If the income to Samoans from the Fita 
Fita Guard, which is estimated at over $250,- 
ooo annually, and from employment at the 
naval station is cut off abruptly without a 
commensurate increase in income from new or 
existing public and private sources, a disas- 
trous blow will be dealt the Samoan economy 
and the Samoan government. While Interior 
will press prior to the transfer for measures to 
minimize the severity of this blow, it plans 
to assist the territorial government after the 
transfer to work out economic development 
programs to compensate for the loss of income 
which for the past fifty years has come to the 
territory from the naval station. It has been 
hoped that a fish cannery recently established 
on Tutuila might to some extent make up for 
the loss of this income, but the volume of fish 
caught in the area to date has not been en- 
couraging. 

Third, whereas Guamanians are already to 
a large extent assimilated culturally and po- 
litically to the American pattern, and seek to 
be fully assimilated, Samoans hold fast to their 
own social organization and culture. Interior 
has recognized the need of Samoans for special 
protection of their communal organization 
under law and plans to exercise careful super- 
vision to ensure it. Special protection of local 
land and business enterprises is needed in 
Guam as well as American Samoa. 

Fourth, Irtcrior’s assumption of responsi- 
bility for American Samoa will increase the 
extent of its participation in activities of the 
South Paciic Commission, an intergovern- 
mental advisory body with headquarters at 
Noumea, New Caledonia. 

Trust Territory. The Interior Department 
will have to provide policy guidance to the 
civilian government of the Trust Territory, 
having due regard to the terms of trusteeship, 
and to supervise closely governmental activi- 
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ties even after organic legislation for the Trust 
Territory is enacted. There is no territory- 
wide legislative body and none is likely to de- 
velop for a decade or more in view of the 
geographical spread of the area and the cul- 
tural differences among its peoples. Provision 
has been made in draft organic legislation for 
the incorporation of local communities and 
districts for purposes of local self-government 
and economic development and for the even- 
tual establishment of a territorial legislature. 

The Interior Department will have to ex- 
ercise general supervision over the develop- 
ment of these local organs of self-government 
and ensure the maintenance of proper rela- 
tions between these local instrumentalities 
and the territorial government. Research into 
local social and political organization will be 
needed as a basis for working out with the 
islanders community and district charters of 
local government and for perfecting the op- 
eration of local government after charters 
have been granted. The Interior Department 
will seek to enlist the assistance of social sci- 
entists in this research. In brief, Interior must 
attempt to ensure that local self-government 
is established and respected at each level where 
self-government is possible and that policy 
guidance and supervision is supplied where 
it is necessary that administrative personnel 
exercise legislative or judicial authority. 

Because of the unique legal status of the 
Trust Territory, Interior faces a tremendous 
task in working out with the Congress and the 
various federal agencies the relationships of 
the Territory to the federal government. A 
consistent pattern may evolve, but initially it 
must be developed on an ad hoc basis, e.g., 
establishment of duty-free entry into the 
United States for products of the Trust Ter- 
ritory; preparation of regulations governing 
the entry of persons for permanent residence 
in the Trust Territory; and extension to the 
area of services of federal agencies such as the 
Post Office, Weather Bureau, and Department 
of Agriculture. 

The status of the area as a trust territory 
will also increase Interior’s stake in United 
States foreign policy with respect to trust ter- 
ritories generally and require Interior's repre- 
sentation at meetings of the Trusteeship Coun- 
cil and Security Council where questions arise 


relating to United States administration of its 
Trust Territory. 

As in the case of Guam, most of the govern- 
mental and commercial facilities on princi- 
pal islands in the Trust Territory were de- 
stroyed during the war. No opportunity has 
been afforded the Trust Territory islanders, 
however, to obtain compensation for any losses 
they suffered as a result of the war, not even 
losses resulting from noncombat activities of 
American forces, and only a beginning has 
been made in restoring permanent public 
buildings and facilities. Interior will be ex- 
pected to spur the federal government into ac- 
tion on these problems. 

Because of the remoteness and isolation of 
the area, Interior will have to assist in recruit- 
ment and pre-entry orientation of personnel, 
to maintain a continuous flow of technical and 
regional information to personnel in the area, 
and to ensure logistic support for the area. 
Shipping and air transportation will doubtless 
be a major preoccupation of both the terri- 
torial government and the Department of the 
Interior for many years. 

The Trust Territory, like Guam and Ameri- 
can Samoa, has required and will require large 
federal subsidies. The known direct and in- 
direct federal subsidy to the operating costs of 
the Trust Territory Government has exceeded 
$12,000,000 annually.? One of Interior’s major 
tasks will be to persuade Congress to appro- 
priate sums which the civilian administration 
of the Trust Territory needs to carry out the 
obligations of the United States to the island- 
ers and to the United Nations. 


Conclusion 


pong function in the island territories, 
as in territories now under iis jurisdiction, 
will be to compensate so far as possible for the 
territories’ temporary legal and other barriers 
to full self-government under the American 
system. There can, of course, be no substitute 
for full self-government, and Interior’s pri- 
mary responsibility is to narrow the gap be- 


*For an analysis of this estimate, see the author's 
“Problems Involved in the Transfer of Responsibility 
for Guam, American Samoa, and the Trust Territory,” 
in Hearings before the Senate Committee on Appro- 
priations on H. R. 6008, the Supplemental Appropria- 
tion Bill for 1950, 81st Cong., 1st sess., (Sept. 12, 1949), 
pp. 108-22. 
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relationships by which the people of Guam, 
American Samoa, and the Trust Territory can 
share to an extent equal to that of citizens of 


states control over their own governmental af- 
fairs. 


tween the existing status and full self-govern- 
ment. While it is working to this end in Hawaii 
and Alaska by actively promoting their state- 
hood, it may be necessary eventually to con- 
ceive new and perhaps unorthodox political 





The following notice was issued by the four departmental secretaries 
of the United States government in 18:8. A number of clerks had been 
discovered increasing their modest official income by acting as agents for 
citizens who had business to transact in their departments. The public 


sentiment of those simpler days was outraged. The notice is taken from 
Niles Weekly Register, Vol. XIV, p. 256 (June 6, 1818). 


Excellent Regulation.—We trust that the spirit of the following 
notice will be preserved—it will do much good: 

Notice.—The employment of an Agent or Attorney is not necessary 
in any claim against the government. It is most generally attended 
with expense, and sometimes with actual loss. 

Claims will be promptly settled, when the accounts, and vouchers 
with which they are connected, are transmitted to the proper office. 

Money will be transmitted, whenever a receipt for the sum due, 


or, where the amount is not ascertained, a receipt in blank, shall be 
forwarded to the Treasury Department. 


Sie tent erent 


- - seepage net LOT 


Military patents, and certificates of military pensions, will be trans- 


mitted in like manner, whenever the necessary vouchers are for- 
warded to the proper office. 


John Quincy Adams. 
Wm. H. Crawford. 
J. C. Calhoun. 


R. W. Crowninshield. 
Washington City, May 27, 1818 
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Symposium on Budget Theory 





ORTY years ago when the movement got 
under way to replace piecemeal appro- 
priations with a comprehensive executive 
budget, budgeteers seemed primarily con- 
cerned with our municipalities. There the 
budget problem was most acute as pressures 
for services multiplied and resources were 
pushed to the limit. At the federal level, the 
executive budget came with the Budget and 
Accounting Act of 1921, with a new level of 
expenditures after World War I, and with a 
new level of revenue resulting from the in- 
come tax amendment. The states, with a dif- 
ferent development of functions and a varied 
development of revenue resources, followed 
a different pattern; there was a steady tend- 
ency, however, to give to the Governors the 
duty of initiating a comprehensive budget. 
Today, the United States budget is a deter- 
minant in all budgets, public and _ private, 
throughout the world. United States budget 
figures for economic aid and for military ex- 
penditures weigh heavily in the domestic and 
dollar balance of other governments; the more 
than $2,000,000,000 of federal grants-in-aid 
annually have a direct impact upon state and 
local budgets; and the governmental budget 
is increasingly a significant factor in the total 
economy. The well-being of the American 
economy is anxiously watched in all of the 
world’s capitals. The expanding role of gov- 
ernment, the effect of its fiscal policies on the 
entire economy, and the new status of the 
United States in world affairs necessitate a re- 
adjustment of budget theory and practice. 
Although a few of the early budget theo- 


Nore: This paper is based upon a conference spon- 
sored by the Public Administration Clearing House at 
Princeton, N. J., July 7-9, 1949. Responsibility for this 
report is assumed by Herbert Emmerich, Chairman, 
and by Joseph E. McLean, who served as secretary of 
the conference. The conferees included: Roy Blough, 
A. E. Buck, Jesse Burkhead, Herbert Emmerich, George 
A. Graham, Thomas J. Graves, Luther Gulick, Joseph 
P. Harris, F. J. Lawton, Wilfred J. McNeil, Leo L. Mil- 
ler, Howard B. Myers, Don K. Price, Paul Strayer, Carl 
Tiller, and Joseph E. McLean. 


rists like Cleveland went far beyond a mere 
housekeeping approach and, indeed, devel- 
oped an adequate theory for the times, a pre- 
occupation with procedural matters has char- 
acterized the period since World War I. Thus, 
as V. O. Key, Jr., pointed out a decade ago, 
students of budgeting have not done much 
about one of the most difficult problems of 
budgeting—how to decide how much money 
one purpose or program of government should 
have by comparison with competing purposes 
or programs.' He observed that “the com- 
pleted budgetary document ‘although the 
budget-maker may be quite unaware of it) rep- 
resents a judgment upon how scarce means 
should be allocated to bring the maximum 
return in social utility.” Yet the budget-maker, 
the economic theorist, the public finance ex- 
pert, the economist, the professional planner, 
and the political philosopher, though perhaps 
recognizing the problem, have done little 
toward the formulation of any convincing 
principles, either descriptive or normative, 
concerning the allocation of public funds. 

Key also noted the current emphasis upon 
efficiency in the review of estimates by budget 
authorities (although few standards of evalu- 
ation had been developed) and upon the ques- 
tion of the optimum aggregate expenditures. 
He considered the influence of pressure groups 
in the determination of the allocation of 
funds and concluded that the pressure theory 
suggested need for a strategically located bu- 
reaucracy with a strohg interest in the general 
welfare, as opposed to the particularistic drives 
of spending agencies. After suggesting several 
areas of research at the federal and state lev- 
els, including the legislative process, he ques- 
tioned whether almost sole reliance should be 
placed upon persons trained primarily in ac- 
counting and fiscal procedure. 

Since Key wrote this article, events have not 
invalidated but have outrun his analysis. His 
emphasis upon the allocation of expenditures 


*“The Lack of a Budgetary Theory,”’ 34 The Ameri- 
can Political Science Review 1137-44 (1940). 
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has been superseded with a focus on the total 
of budget, revenue, expenditure, debt, and 
fiscal policies and their effect on the economy. 
In the sheer magnitude of postwar budgets, 
federal, state, and local, in the unprecedented 
peacetime expenditures for defense, in the in- 
creasing recognition of a positive role for gov- 
ernment in stabilizing the economy, and in 
the accelerating use of the grant-in-aid device, 
we see the forces that are lifting the budgetary 
process from a relatively mechanical or tech- 
nical level to a complex administrative-polit- 
ico-economic level. The development of new 
executive institutions, such as the Council of 
Economic Advisers and the National Security 
Resources Board, and the attempt to develop 
a “legislative budget” in the 1946 reorganiza- 
tion of Congress reflect the changing environ- 
ment to which the budgetary process must be 
adapted. The budget document is not merely 
a systematic compilation of component esti- 
mates of income and outgo; increasingly, the 
summary budget has a total significance of its 
own. The economic effects of individual items 
of expenditure, of aggregate expenditures, and 
of the revenue features carry new and greate1 
implications and must be subjected to a new 
kind of integrative scrutiny of both the ex- 
ecutive and the legislature. 

As Pendleton Herring once observed, “the 
formulation and execution of fiscal policy 
means the realization of economic objectives 
within a political context.”? Today, more than 
ever, politics and economics are entwined; pol- 
icy and administration are inseparable; and 
there is need for rapport between economists 
and political scientists and between the execu- 
tive and legislative branches. 

The new set of relationships has been given 
increased recognition in governmental action 
and in the literature of recent years. For ex- 
ample, a new emphasis has been placed upon 
the form of the budget and the functional 
classification of expenditures as a means of ex 
pediting necessary political decisions.* 

Likewise, policy statements of the Commit- 


tee for Economic Development have been con 
* The Politics of Fiscal Policy.” 47 Yale Law Jour 
na: 724 (1938). 
*Sce Jesse V. Burkhead, “Budget Classification and 
Fiscal Planning,” 7 Public Administration Review 230 
(1947). 


cerned with the significance of the budgetary 
process in the maintenance of a stable econ- 
omy. The statement of the CED of Novem- 
ber, 1947, on Taxes and the Budget* stressed 
the importance of the consolidated cash 
budget—which shows the government's finan- 
cial transactions as they affect the whole econ- 
omy—as an essential item in their analysis of 
three alternatives in budget policy: (1) the 
annually balanced budget policy (which at- 
tempts to keep government revenues continu- 
ously equal to or in excess of government 
expenditures, regardless of economic condi- 
tions); (2) the managed compensatory budget 
policy (which attempts to adjust tax rates and 
expenditure programs as often as necessary 
and to the extent necessary to keep employ- 
ment or the national income steady at a high 
level); and (g) the stabilizing budget policy 
(the basic principle of which is to “set tax 
rates to balance the budget and provide a 
surplus for debt retirement at an agreed high 
level of employment and national income” 
and thereafter to “leave them alone unless 
there is some major change in national policy 
or condition of national life.’’) The CED rec- 
ommended the last of the three alternatives as 
promoting economic stability. 

Another significant position is that of the 
Hoover Commission, which criticized the fed- 
eral budget as an inadequate document, which 
recommended that the whole budgetary con- 
cept of the federal government be refashioned 
by the adoption of a budget based upon func- 
tions, activities, and projects (the “perform- 
ance budget’), and which recommended to 
the Congress that a complete survey of the 
appropriation structure be undertaken. The 
commission further recommended that the 
budget estimates of all operating departments 
and agencies of the government be divided 
into two primary categories—current operating 
expenditures and capital outlays—and that the 
President have authority to reduce expendi- 
tures under appropriations as long as the pur- 
poses intended by the Congress are still car- 
ried out. 

In addition, the Hoover Commission, re- 


* Taxes and the Budget: A Program for Prosperity in 
a Free Economy, A Statement on National Policy by 
the Research and Policy Committee of the Committee 
for Economic Development. 
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jecting the suggestion that the Bureau of the 
Budget be transferred to the Treasury Depart- 
ment, reaffirmed the responsibility of the 
Chief Executive for budget initiation, but it 
recommended that components of the Execu- 
tive Office improve their teamwork. 

The developments that have just been out- 
lined led the conference to consider, among 
others, such areas as public budgets within a 
federal system, capital budgeting, the per- 
formance budget, problems of top level coor- 
dination, executive-legislative relationships, 


and international budget problems. 


State and Local Budgeting 
in a Federal System 


fare conference considered at some length 
the problems of state and local govern- 
ment budgeting in a federal system. It was ob- 
served that we lack a theory of budgeting for 
federalism—that whereas Europeans write on 
the problems of a unitary state, we must be 
concerned with a variety of geographical needs 
and of legal structures in addition to the his- 
torical framework of federal-state governmen- 
tal relations. The conference noted that the 
original theory that each level has control of 
its own revenues and expenditures horizon- 
tally does not apply to our present federal 
budgeting pattern. Today we have a combi- 
nation horizontal-vertical budget at the state 
and local levels. The feature of comprehen- 
siveness has been destroyed; many expendi- 
ture and revenue items are controlled by other 
governmental levels. Budgets are balanced 
through grants from superior levels of gov- 
ernment. 

The vertical budget factor was implicit or 
explicit throughout the discussions of the im- 
pact of federal grants and of the problem of 
defining the fiscal responsibilities of state and 
local governments. The administration of spe- 
cialized local and state programs tends to by- 
pass the general executive and his budget of- 
fice. The special enthusiasms, the special 
group and professional pressures—so vital to 
the several grant-in-aid programs—tend to deal 
directly with their opposite numbers at the 
granting level. 

One conferee suggested this may be a social 
good even though it destroys horizontal budg- 


eting. If we need an intensive development of 
service occupations to compensate for future 
technological unemployment then it may be 
desirable to let government run loose, to con- 
tinue the pattern of vertical budgeting. The 
preponderant opinion, however, was that we 
need a conscious effort at integration, that pro- 
gram enthusiasm should not escape an inte- 
grated review, that we have arrived at a dan- 
gerous point where grant-in-aid and dedicated 
revenues are depriving communities of local 
choices in apportioning scarce resources. From 
this point of view the time for balance is now; 
we cannot risk over-allocating our resources 
to certain services at the expense of others. Al- 
ready, distortions have appeared. For exam- 
ple, too high a proportion of state funds are 
spent on rural roads; too much may be allo- 
cated to veterans as a special group; in some 
states welfare-matching requirements have left 
nothing for other essential needs. The separa- 
tion of education, highway, and health pro- 
grams was noted. At the state level especially, 
coordinating mechanisms are lacking. There 
was general agreement that at no level of gov- 
ernment is an adequate integrated review now 
made. 

It was recognized that even before the 
grant-in-aid device became prevalent compre- 
hensive horizontal budgeting was prevented 
by duplication and overlapping of local tax- 
ing and spending bodies—cities, towns, coun- 
ties, school boards, special districts, and so 
forth. 

Throughout the discussions, the conferees 
also recognized differences in the position of 
the national government on the one hand and 
state and local governments on the other. The 
dependence of state and local governments on 
the condition of the national economy, their 
restricted freedom of choice, and their re- 
stricted economic resources are obvious factors 
affecting the capacity of the lower levels of 
government to strike their own budgets and 
to formulate positive fiscal policies. 

State budgets are becoming twin budgets 
covering state-operated programs and grants- 
in-aid to localities. A third factor of ear- 
marked or shared revenues is emerging. The 
influence of the urban-rural conflict in state 
politics was noted. 

Municipalities are now in a tight situation 
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—unable to maintain plant, let alone expand 
—and are pressing on new revenue sources. 
But, it was argued, it has not been demon- 
strated that the property tax has passed the 
ultimate point of its utility. Have not the mu- 
nicipalities been afraid to let assessments rise 
in conformity to the new price level? Prop- 
erty owners and groups have resisted vigor- 
ously. How much increased local taxation is 
needed to avoid the need for grants? The 
property tax has not approached the limit in 
many states. We do not know the economic 
limits of the property tax. To avoid increas- 
ing the property tax and to obviate the de- 
pendence on grants, new and unfortunate 
taxes are being levied. The confusion of inter- 
level duplicating tax sources is increasing. 


Federal Grant Policies 

EVERAL questions on federal grant policy 
S were raised. Can we halt the rise in federal 
subsidies? Should we subsidize only the poorer 
states? Can some states do without grants? 

It was observed that grants have two pur- 
poses: (1) to help a poor state maintain a 
minimum standard of service where a na- 
tional interest is involved; (2) to permit states 
or localities to support themselves without re- 
sorting to unfortunate taxes. Why should rev- 
enues derived from one state contribute to the 
support of another when no national interest 
is involved? It was pointed out that we al- 
ready use variable grants, and many states 
(like New York) derive much of their wealth 
from operations outside their boundaries. It 
was also noted that the suggestion that grants 
be restricted to the poorer states was not po- 
litically feasible. 

A third reason for federal grants (as op- 
posed to direct federal operations) was sug- 
gested. Even if all states had equal per capita 
incomes, is it not a matter of public in- 
terest and of private conscience to tie the 
state programs together by conditional grants 
in order to develop a national pattern of ad- 
ministration? And conversely, even if a na- 
tional function were involved, is it not desira- 
ble to keep actual administration in state 
hands with variations to meet regional dif- 
ferences? 

The question of equalization through the 
lumping of grants was briefly discussed. The 


New York state experience was cited. In 1932 
an effort was made to persuade the Legisla- 
ture to enact block grants. All agreed in prin- 
ciple. But the highway people were unable to 
come into the agreement because of federal 
law; the education people did not want to 
come in because of professional and associa- 
tional points of view; specialized hospital 
groups (such as the tuberculosis hospitals) 
were unwilling to be covered. The sum of 
these pressures prevailed. Since that time the 
block grant (distribution by population) has 
come to be used on a limited scale. 

Even though they are limited in their choice 
as contrasted with the federal government, do 
states and municipalities have a responsibility 
to develop fiscal policies which will stabilize 
the economic cycles of their areas? The ques- 
tion is particularly significant when local 
booms or depressions develop which may not 
have reached a point calling for national in- 
tervention. 

It was observed that local powers are 
sharply limited, that fiscal policy in its largest 
terms is peculiar to the national level, and 
that cities especially are legally limited and 
their unilateral efforts may be impotent un- 
less they can combine with other units for 
concerted action. Localities export prosperity 
and import depression; only the nation is big 
enough to keep prosperity at home. 

One conferee felt that a state could be held 
responsible for developing a counter-cyclical 
policy. Others felt that despite its limitations 
a city has an obligation to its people and 
should act to meet an unemployment crisis. 
Within limits, a city’s public work program 
should be developed on a counter-cyclical ba- 
sis (see discussion of capital budgeting be- 
low). 

The war and postwar experiences of state 
and local governments were cited as perti- 
nent. State and local fiscal policies served their 
own as well as the national interest by run- 
ning counter to federal fiscal operations dur- 
ing the war. During the war the states fol- 
lowed a deliberate policy, encouraged by 
Budget Director Harold Smith, the Council 
of State Governments, and the Municipal Fi- 
nance Officers Association, of postponing pub- 
lic work programs, of maintaining tax rates, 
of reducing expenditures, of reducing debt, 
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and of building reserves. Certain cities con- 
tinued a deliberate policy of postponing capi- 
tal outlays in the postwar era although strong 
population, commercial, and other pressures 
operated in favor of expenditure programs. 
Obviously, however, the war incentive for a 
uniform national policy was no longer pres- 
ent. In fact, localities with unemployment 
should step up improvement programs. But 
there was a feeling that the first tendency of 
the makers of state and local fiscal policy was 
to wait for financial support from higher lev- 
els of government. Yet, it was noted, the cities 
had assumed the relief burden from 1929 to 
1933, and even now states are taking the ini- 
tiative in many fields without waiting for ac- 
tion by the federal government. And, as one 
observer pointed out, the pressures on cities 
in the postwar era, due to population growth, 
higher costs, and inadequate revenues, have 
been tremendous. Many cities are in arrears 
on things they need and can no longer post- 
pone acquiring them, even though it might 
seem prudent to wait for lower prices. 

The internal fiscal policies of the states with 
particular reference to public works and con- 
servation expenditures are, of course, related 
to state planning activities. It was noted that 
state planning and development commissions 
are in a number of cases essentially promo- 
tional bodies; advertising for industries and 
tourists has become their central activity dur- 
ing the reaction against planning. 

Some examples of state experience in physi- 
cal planning in relation to fscal policy were 
cited. New York has bought up some forest 
areas, but no satisfactory program of displace- 
ment of people has taken place. Wisconsin 
used rural zoning. There has been progress 
in New York on consolidation of schools 
(through lavishly generous financial incen- 
tives) and toward larger areas for welfare and 
health. administration. 

The state, it was argued, should have the 
right before pouring in its funds to ask if a 
locality has the resources to make a minimum 
contribution to community service. New York, 
for example, tried to gear in fiscal policy with 
rural area problems but ran into opposition 
from rural politicians. Over the years, this 
state has been conspicuous for recognition of 
its planning problems, but it has not been able 


to overcome local vested interests. State Comp- 
troller Moore has been skillful in interesting 
legislators and local officials in these prob- 
lems. 

The conference considered the question of 
federal responsibility toward states and locali- 
ties. Obviously, all units of government would 
benefit if the federal government were able 
to stabilize the economy as a whole. One rec- 
ommendation before Congress would reserve 
to state governments certain classes of revenue 
and perhaps provide compensatory reductions 
in grants-in-aid (the Hendrickson bill). An- 
other problem is concerned with the opera- 
tion of grants to assist in stabilizing the econ- 
omy (here again the special groups would 
tend to nullify strong central budgeting). The 
federal interest in uniformity and equal treat- 
ment will often conflict with special area needs. 

To some extent, federal policies may cause 
spottiness in the national economic picture. 
In wartime there were complaints from vari- 
ous districts about the lack of war contracts. 
Should the government in war and peace 
place business where it is needed? The present 
rate of military procurement approximates a 
wartime situation. The small business provi- 
sion in the new supply bill was a reflection of 
this sentiment; although unenforceable, it 
might result in split orders. The distribution 
of government contracts to small businesses 
and depression areas presents an almost im- 
possible administrative problem. The basic 
questions are: Should the government indulge 
in uneconomic buying? Should the govern- 
ment subsidize marginal producers and in- 
efficiency, thereby discouraging the migration 
of industry and people? 

One conferee felt that in one sense it would 
be tragic not to subsidize inefficiency. Others 
felt it undesirable to go too far in propping 
up regions or localities on an uneconomic ba- 
sis by a selective procurement policy. One dis- 
cussant suggested that it would be better to 
use the forces of fiscal policy with reference 
to total national employment and try to main- 
tain stability rather than to try to intervene in 
specific situations. Another supplemented this 
remark by observing that if the market were 
left free to allocate resources, government could 
still improve the market through such activi- 
ties as the exchange and retraining of indus- 
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trial workers and the offering of inducements 
to travel. It is a federal responsibility to en- 
courage mobility, he asserted. 

The question was raised of whether the 
federal government should take a longer view 
of its grant-in-aid policy instead of proceeding 
on a year-to-year basis? If rules of the game 
were announced in advance of booms and de- 
pressions, the states would know and could 
act. It might be useful for the federal govern- 
ment to adopt a long-term program and to 
announce the criteria as to types of action it 
would take in particular circumstances. Even 
here, there was a warning that states and lo- 
calities might continue to wait, hoping for a 
“better” policy. This long-term view has been 
embodied in the CED suggestions for stabil- 
ization of tax rates. 

It should be a feature of federal policy to 
discourage reduction of salaries or reduction 
in personnel by state and local governments 
at a time when private employment goes 
down several conferees contended. 

Another area of discussion was the credit 
position of state and local governments. If 
states and municipalities lack needed credit, 
why not make available to them federal credit 
for public works? The federal government 
might make loans and grants on a “lend-lease”’ 
basis as a means of stimulating local initiative. 
One participant suggested that the lend-lease 
program be used as a means of “buying out” 
the tax-exempt privilege of state and local 
securities. Here again, a stated policy on fed- 
eral grants would help to discourage waiting 
and speculation on federal policy. 

Should a state as a condition of loans and 
grants be made to conform to certain stand- 
ards re a desirable tax structure? A negative 
answer was given on the basis (1) that a slump 
is a poor time to raise taxes and (2) that such 
action would constitute undue federal inter- 
ference. 

Who should decide when federal lend-lease 
would become operative? There would be 
needed some formula under which Congress 
could delegate specific authority to the ad- 
ministration to act under specific conditions. 
Would it be feasible to obtain such a delega- 
tion of power? The difficulties seem very great. 
Further study and invention in this area are 
obviously needed. 


It was suggested as a related educational 
device that state budget officers be called into 
informal, close conference with personnel of 
the Bureau of the Budget and the Council of 
Economic Advisers at regular intervals. This 
has not been done yet; Budget staff have met 
with a few state budget officers on occasion 
and the federal director has spoken at con- 
ventions of state budget officers. Conferences 
such as suggested could be of great value in 
coordinating federal and state fiscal policies, 
particularly if they were held before policies 
had been frozen for the fiscal year. 


Budgetary Time Cycles 

HOULD a change in the present practice of 
S states to budget for two years be recom- 
mended? Should there be a two-year budget 
at the federal level? 

It was pointed out that the trend has been 
toward annual state budgets. Even in the 
biennial states, interim sessions of the Legisla- 
ture actually mean annual budgets. State budg- 
ets are keyed to the upper and lower levels 
of government. In the words of one conferee, 
“all budgets are projections of fiscal condi 
tions you have gotten yourself into.” Hence, 
municipal budgets might well come up for 
consideration every six months. There are 
twin factors involved—the regular cyclical con- 
sideration versus the day-to-day search for ad- 
justment. Although a semiannual considera- 
tion might appear to turn the clock back, it 
must be remembered the present procedure 
has developed through improvisation. It might 
even be feasible, though difficult, to change 
tax rates during the year, if such change 
seemed needed. Longer projections and more 
frequent reviews by the legislative body are 
both desirable. 

It was argued, on the other hand, that busi- 
ness is interested in certainty as to revenue 
responsibilities. There is no magic about a 
year period. Stabilization of tax expectancy is 
more important. Furthermore, it was argued, 
the longer the projection, the greater is the 
inertia built up against change in the budget 
estimates. 

It was observed that fewer than half the 
states have adequate budget staffs and that 
state budget officers have only limited au- 
thority. The California and New York offices 
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have the most authority, yet even in these 
states, the discretion of the Governor and the 
budget director are limited. Dedicated funds 
amount to 70 per cent of the state budget in 
California. Untouchable areas limit the scope 
of review of the state budget officer. ‘The pro- 
fessional or specialist officials tend to work at 
cross-purposes with the central budget officer. 
There was general agreement that it is very 
difficult to build up state budget staffs to their 
necessary size and quality to enable them to 
assist Governors in general budgeting—such 
progress as has been made has been accomp- 
lished in the face of real obstacles. 


Capital Budgeting 

HE concept of capital budgeting has been 
TE Givcteget with some success at the local 
level. The recommendation of the Hoover 
Commission that it be utilized by the federal 
government underlined the importance of 
considering it at this conference. A first ques- 
tion was whether there has been any real at- 
tempt at capital budgeting in the federal gov- 
ernment. The answer was negative, the fed- 
eral government has not followed the local 
practice of borrowing only for capital outlays. 
With the exception of a few ad hoc operations, 
it was pointed out that in several cases this 
principle has fostered overborrowing locally. 

It was observed that this was another area 
where we should be cautious in applying local 
principles to the federal government. In state 
and local governments capital budgeting has 
been influenced not alone by taxing and bor- 
rowing limits and by the executive and the 
legislature but also by the planning machin- 
ery. Capital budgets are the major elements 
in the local budget that may be flexed as a 
factor in fiscal policy. Some long-range plan- 
ning at the state and local level is possible; a 
shelf of improvements can speed up outlays 
in a period of depression. 

One observer felt that the record of state 
and local government is fairly good on hold- 
ing back on capital outlays. He queried 
whether there is any justification for federal 
capital budgeting, except for the timing of 
public works. The remarks on this question 
referred to the need for advance financial 
planning and the fact that a list of public 


works projects would always require a choice 
to bring it within the range of financial feas- 
ibility. 

One conferee felt that capital budgeting in 
the federal government would put the empha- 
sis in the wrong place. Capital budgeting, he 
argued, is incompatible with performance 
budgeting. If the budget classifications are to 
be on a functional basis, can capital outlays 
be fitted in as a subsidiary classification? The 
accountant will differ with the economist. How 
shall we classify expenditures which increase 
the productivity of the people—soil conserva- 
tion, health, business loans, and so forth? Un- 
der present definition a federal capital expend- 
iture is a substantial item for the acquisition 
of a federal asset. 

Another conferee liked the idea of capital 
budgeting in the federal government. He 
pointed to the danger of the government's 
committing itself to huge outlays with a few 
thousand dollars, as when a $300,000,000 proj- 
ect was started with only $200,000 appropri- 
ated. He would leave to the administration 
the question of determining the line between 
capital and current expenditures; in most 
areas, this would not be difficult. Although 
there is no practical linkage between capital 
outlays and the method of financing at the 
federal level, it may be useful to distinguish 
between postponable and nonpostponable 
items. There was no sentiment in favor of re- 
lating federal capital expenditures to federal 
borrowing or taxation policy. 


The Performance Budget 

4 ge most discussed single concept in cur- 

rent budget thinking is the performance 
budget. An old idea revived by the Hoover 
Report, it was part of Cleveland’s thinking in 
1910-12 and was tried in the Borough of Rich- 
mond, City of New York in 1913-15. The es- 
sence of the idea is that the budget should be 
tied to programs in order to provide an easier 
basis for policy-making. 

The traditional accounting technique was 
based upon vouchers, which made the object 
classification acceptable (for both accounting 
and budgeting). This approach was suitable 
to a simpler era. The performance budget is 
intended to show what the ends of govern- 
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ment spending are and thereby to relate past 
performance to future policy objectives. ‘This 
concept necessarily involves a re-analysis of 
top functions and a reconsideration of the ap- 
propriating process in Congress. 

The performance budget was offered as a 
means of correcting the present misunder- 
standing concerning the cost of government. 
Too many people feel that the cost of govern- 
ment lies in personnel; a program approach 
is necessary if the public is to understand that 
the basic cost of government lies in programs, 
not personnel. 

For the last three years the federal budget 
has summarized government spending in terms 
of about a dozen broad functions. Each appro- 
priation has been assigned in toto to one 
function for purposes of this classification, and 
the breakdown of each appropriation has often 
been in terms of objects rather than purposes. 
Since many appropriations are used to carry 
out more than one program or activity, this 
approach has not been entirely satisfactory. 

The Bureau of the Budget staff, in imple- 
menting the recommendations of the Hoover 
Commission, hopes to obtain the consolida- 
tion of appropriations where several appro- 
priations of a given agency finance the same 
program or similar programs. The Bureau of 
the Budget is also attempting to obtain and 
print in the budget document an analysis of 
each appropriation according to the programs 
and activities which it finances. The object 
classification will be retained, however, as a 
second schedule for each appropriation, add- 
ing to the same total as the analysis of pro- 
grams and activities. 

Another phase of performance budgeting 
involves a breakdown between current expense 
and major capital outlay. The Bureau of the 
Budget staff is working on a three-way break- 
down, in addition to the identification of pro- 
grams: (1) Current expenses, (2) transfer pay- 
ments, and (g) major capital outlays. 

The conference discussed the relationship 
of the performance budget to organization 
structure at some length. The attempt to de 
fine functions or purposes obviously encount- 
ers organizational obstacles. For example, the 
new housing program can be looked upon as 
a single program, but it involves several agen- 
cies, particularly the Housing and Home Fi- 


nance Agency and the Department of Agricul- 
ture. Even within the Department of Agricul- 
ture the rural housing program involves sev- 
eral bureaus. Should the program be handled 
in one package or split up? Thus far, the an- 
swer would be to follow departmental lines, 
and probably in most cases of this type would 
involve separate appropriations for the sep- 
arate bureaus involved. Within a bureau, how- 
ever, appropriations would not be made in 
separate amounts for suborganizations; an ef- 
fort will be made to get most bureaus on the 
basis of not more than three appropriations— 
one for each of the three items named above. 

A further problem relates to the handling 
of executive direction, administrative services, 
and other work which may be performed on 
a service basis within a department or bureau. 
Should such items be set out separately in the 
classification of costs by programs? Or should 
they be distributed among and added to the 
basic programs, in order to show the costs of 
end purposes? The second course seems to be 
desirable, but it was agreed that certain com- 
promises will have to be made in the direction 
of the first. 


Units of Work Data 


N ADDITIONAL feature of the performance 

budget—the work plan—was also discussed. 
Present Budget Bureau thinking calls for an 
agency work plan with work volume figures. 
A narrative statement would be required for 
each appropriation showing work load and 
unit costs where possible. Data would measure 
not results but units of work accomplished. 

Several conferees questioned the enthusiasm 
for unit costs in the work plan narrative and 
noted certain dangers. Many judgments are in- 
volved in determinining actual unit costs. Sta- 
tistics will be open to different interpretations. 
Except in repetitive mass operations they are 
apt to be misleading. It will be difficult to 
measure quality. In some cases, the need for 
developing new techniques (e.g., in the mili- 
tary) should be given greater weight than sta- 
tistical unit costs. One conferee noted these 
dangers: the executive may be overly kind; the 
reviewing agency may abuse the information 
provided by agencies. Nevertheless, he felt that 
the good outweighed the bad. It was suggested 
that it might be desirable to withhold printing 
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of unit cost figures in the budget document 
for several years until their validity had be- 
come established. 

The question of final authority over the 
work plan narrative was raised. It would ap- 
pear that the narratives would be written by 
the agencies, subject to review and editing by 
the Bureau of the Budget. 

Other questions on the performance budget 
concerned its effect on the appropriation 
process. During the next three years as the 
change to the new presentation is made the 
whole appropriation pattern should be 
changed. The Bureau of the Budget is con- 
cerned with the problem of meshing in the 
appropriation language, a task that will take 
at least three years. The staff has concentrated 
on two or three big agencies in the first year. 
The immediate goal has been three appropria- 
tion items per bureau. There is hope of getting 
rid of separate appropriation limitations. The 
problem of selling the performance budget to 
committees and the sheer size of the physical 
task have made it impossible to do the whole 
job in the first year. 

The performgnce budget involves the sur- 
render of some control over details by the Con- 
gress and by the Bureau of the Budget. How- 
ever, the theory of the performance budget 
implies a better control of the end result. Con- 
gress will still have such controls as the hear- 
ings and reports of the Appropriations Com- 
mittees, and the Bureau of the Budget will 
have as another control the enforcement form. 

The problem of the performance budget for 
state and local governments is simpler. Old 
programs are taken for granted, and budget 
bodies are concerned principally with new 
personnel and projects. 

The emphasis in the traditional evolution 
of local budgeting and accounting has been 
upon the approval of vouchers—hence the de- 
velopment of object classification. 

It was noted that New York City has no 
personnel classification act and partly for 
that reason has a highly itemized line item 
appropriation act; New York State has both. 

The sheer inertia resulting from the budget 
documents of various jurisdictions is a factor 
against change. 

The question of the treatment of grants-in- 


aid in a performance budget cannot be an- 
swered easily. One conferee suggested that the 
federal government might separate current 
and capital expenses in its classification of 
grants. Grants should encourage program 
budgeting, and federal grants have already 
stimulated the program basis. 

In summary, the conference felt that the 
recommendation for a performance budget 
merely accelerates a trend and is not a revo- 
lutionary proposal; it rests upon sound expe- 
rience and is administratively and politically 
feasible. It is related to the reorganization of 
structure and to the greater effectiveness of 
administration. In the accommodation of fiscal 
control to administrative structure, there is a 
coincidence of finance and administration. 

The performance budget places new empha- 
sis upon work load as a justification for budg- 
ets and tends to shift responsibility for meth- 
ods of operation to the administrator of the 
program. 

Below the federal level, there is greater ac- 
ceptance of programs and hence greater em- 
phasis upon object classification. 

The conferees agreed on the desirability of 
the new three-character breakdown; they rec- 
ognized the policy danger introduced by the 
capital outlay. There was general agreement, 
however, that the separation of capital and 
current expenditures, if used only where clear- 
est distinction could be made, would clarify 
the budget for Congress and the public. 


Top-Level Coordination 


, yea problem of top-level coordination 4f 
budget policy in the executive branch was 
also considered. It was reported that the Pres- 
ident was following for 1951 the practice of 
the last two years of setting advance “ceilings” 
on appropriation requests to be made by the 
departments in lump sums before their de- 
tailed requests were called for, but that much 
more opportunity for top-level discussion of 
ceilings was being offered. 

The Bureau of the Budget now follows the 
general procedure here outlined. In May of 
1949, for example, a preview of the general 
fiscal situation was made (check on bills in 
Congress, forecast of ultimate congressional 
action, tentative estimates of receipts and ex- 
penditures for fiscal 1950 and projected into 
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1951, and forecast of new legislative requests). 
Each major agency was asked to review its 
situation. Discussions were held with Cabinet 
officers and heads of major agencies on the 
1951 budget preliminary to the actual begin- 
ning of estimates; forecasts were revised, and 
the President then received from the bureau 
proposed ceilings—in some cases with sug- 
gested limitations within the ceilings. The 
ceilings relate only to monetary needs under 
existing legislation; the cost of proposed legis- 
lation is not so covered. The President then 
determined his ceilings and the director of 
the budget informed each department head 
of his ceiling. Departments are expected to 
develop a well balanced set of appropriation 
requests within the ceiling; they may however, 
submit additional requests in the form of a 
“B list” of lower priority items. 


Executive-Legislative Relations 

irHIN the large area of executive-legisla- 
Wire relations the conference directed at- 
tention to the timing of the budget document, 
the work of the congressional committee 
staffs, the implications of a single appropria- 
tion bill, and the need for a fundamental 
study of the role of Congress. 

At several points, the difficulties in plan- 
ning from eighteen to twenty-four months in 
advance of actual expenditures were noted. 
The President's budget submitted in January 
is inevitably subject to change. In one session, 
several hundred budget changes were made. 
One conferee suggested that the budget be 
submitted in loose-leaf form; fluctuating items 
might be held out until March or April. 

One suggestion was made for further study 
and development—that the President send up 
two budget messages, a preliminary one in 
January and a definitive one in April. Advan- 
tages and disadvantages of this proposal were 
noted. Obviously, there are many imponder- 
ables—economic cycle, price changes, foreign 
affairs, the political climate—which make it de- 
sirable to review estimates submitted far in ad- 
vance. Over-all attention is concentrated in 
January but then is rapidly dissipated. Con- 
gress has no idea what the total spending will 
be, and the provision for Congress to fix a total 
has been a failure. How can we get a focus on 


total spending? Perhaps a definitive recom- 
mendation in April by the President would 
solve the problem. 

The notion of submitting a revised summa- 
tion in the spring has definite hazards. The 
President could not afford to recognize actions 
already taken by the House committee against 
his original recommendations since that would 
mean giving up the fight in the Senate. If his 
revised total were higher than the original, 
pressures would be increased; if it were lower, 
political capital might be made of the errors 
of his original estimate. Would advance con- 
sideration injure or protect the integrity of 
the President's budget? Would the House tend 
to wait until the presidential recommendation 
was final? 

One of the advantages of advance considera- 
tion, it was pointed out, is that the Bureau of 
the Budget has a series of completion dates 
and receives proofs of part of the budget docu- 
ment by the end of November. Many of these 
estimates are relatively firm. House subcom- 
mittees are able to use this material and to 
give advance consideration and in some cases 
are ready to report early in January. 

It was suggested that the Senate should not 
wait for the House bills to start its work on 
the budget. The Senate Committee on Ap- 
propriations has been serving as a court of 
last appeals, giving main consideration to ques- 
tions of restoring cuts. Its hearings are gener- 
ally shorter than those of the House, although 
lately there has been a tendency for the Sen- 
ate committee to look at the whole budget and 
to be more active. 

The single appropriation bill might force 
the Senate to start work at the same time as the 
House. It might also have other advantages. 
Ihe total figure for spending would be before 
both Houses and could be related to the rev- 
enue estimates of the Joint Committee on In- 
ternal Revenue. Some observers felt that the 
single bill would fix political responsibility; 
the legislators would have to vote on the total. 
(One conferee reported that in California in 
the conference report each House accepts the 
other's cuts). The difficulties of getting a single 
appropriation bill through on the floor were 
noted. 

rhe relation of revenue forecasting to the 
budget process was briefly discussed. Antici- 
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pated revenue has a considerable effect upon 
the total estimate for expenditures; no Pres- 
ident is anxious to submit a deficit budget. It 
was also noted that in 1947-48 a good many 
people had argued for a tax cut as the way 
to economy in expenditures. There was fairly 
general agreement that in the case of the fed- 
eral budget annual balancing is no longer 
necessary, but that in good times there should 
be a surplus for debt retirement. One partici- 
pant vigorously questioned whether the ob- 
jective ot balancing the federal budget should 
ever be put ahead of the wellare of the econ- 
omy. 

‘Lhe question of annual balancing led to a 
discussion of the proposal advanced by the 
Committee for Economic Development to use 
the budget for stabilization purposes. The 
basic rule of this policy is that cyclical changes 
in tax rates would not be required. ‘lax rates 
could be set to balance the budget and to yield 
a moderate surplus at an agreed high level of 
employment and national income. The tax 
rates would then be left alone except in the 
event of some major change in national policy 
or national conditions. ‘Tax revenue would 
then rise in periods of inflation an fall in 
periods of depression. 

The work of congressional committee staffs 
was also considered. Clerks handle such mat- 
ters as correspondence and arranging for hear- 
ings and witnesses; the professional staff 
consult with and brief the subcommittee chair- 
men and do research. ‘The staffs vary consid- 
erably in caliber of personnel and in their ap- 
proaches, ranging from the professional analyst 
to the investigative or “police” type. ‘here are 
sharp cleavages between committee staffs of 
the two Houses and in some cases even sharper 
cleavages between committee staffs of the same 
House. It is difficult to get stafis to work to- 
gether although there is some interlocking in 
the Senate. 

From the executive side, an opinion was 
given that some of the staffs should be im- 
proved and that a continuing review of esti- 
mates would be desirable. On the other hand, 
one fact-finding group would be preferable to 
four. 

The role of the Budget Bureau entered this 
discussion. It was observed that committee 


staff contacts with the bureau are good (there 
is now no strong feeling on the Hill that com- 
mittee stafis should sit in on bureau hearings). 
The suggestion was made that bureau examin- 
ers be present at committee hearings. Fear was 
expressed that the examiner would be the wit- 
ness most of the time. (In California, however, 


‘tthe departmental representatives carry the 


ball at legislative hearings.) 

It was stated that Budget Bureau follow-up 
on budget matters is excellent, and is far su- 
perior to the staff work of the executive office 
on other legislative matters. 

‘There was general agreement that a study 
of the relationships of committee staffs to the 
executive, and of the ethics, etiquette, and de- 
meanor of the staffs would be of great value. 
Does the committee staff man assume to speak 
for Congress? (It was observed that the Bu- 
reau of the Budget staff no longer has the “I 
am the President” attitude.) 

‘There was strong feeling, however, that a 
more fundamental study of Congress is needed. 
What is the basic function of the legislature in 
a complicated government rendering so many 
services? The public expects Congress to do 
things it cannot do. Is there enough top-level 
consultation on budgetary matters between the 
White House and congressional leaders? Are 
the chairmen of subcommittees representative 
of Congress and responsive to it? If the politi- 
cal composition of the legislature changes, what 
are the implications for executive-legislative 
relations? 


International Budget Studies 

T HE need for more comparative studies of 

budget practices in other countries was 
brought up. A special conference of budget 
officers {rom six or seven leading countries was 
suggested, with very careful preparations made 
for it. Ihe interest of the United States govern- 
ment in foreign budgets is no longer academic 
—the Economic Cooperation Administra- 
tion is scrutinizing them every day in connec- 
tion with its recovery program. The Twen- 
tieth Century Fund has begun a related study. 
The commercial nature of the Swedish na- 
tional budget was mentioned. The British 
budget message stresses revenue, not expendi- 
tures (how many shillings per pound will 
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the tax rate be increased?) Foreign govern- 
ments are more preoccupied with import and 
export balances than with internal balances on 
account of their desperate dollar shortages. 
Much more information is needed on the de- 
tails of budgetary techniques in other nations. 
They could benefit, in turn, by knowledge of 
American methods and problems. 


Research Suggestions 

N suMMARY, the conference made the fol- 
I lowing specific suggestions for further study: 
1. Research in state and local budget processes. 
2. A survey of possible counter-cyclical action 
by state and local governments (CED interest). 
This study might be broadened to review the 
present status of state supervision of local 
finance. 
3. A re-evaluation of the role of the Council 


$1 


to await a period when the council is called 
upon to exercise a more positive function, as 
in a depression. Experiences with central eco- 
nomic planning in Great Britain may be in- 
structive. 


4. The development of additional materials 
on fiscal policy procedures. 


5. Study of congressional committee staffs and 
their relations with the executive branch. 


6. A basic study of the role of the Congress in 
our present budgetary system. 


7- Exploration of possibilities for developing 
liaison between state budget officers and na- 
tional officials of such agencies as the Budget 
sureau and the ECA, 


8. An international survey of budgeting and a 
conference on comparative theory and prac- 


eee 


tice in budget making of representatives of 


of Economic Advisers. This project may have __ six or seven leading countries. 





The soundness of a fiscal program must first of all be judged by 
whether it allows the people, through their Government, to meet the 
demands which the foreign and domestic situations put upon them. The 


necessary functions of the Government in our complex society are varied 
and widespread. They require large expenditures but they are vital to 
our security, to the protection of our liberties, to continued social and 
economic progress, and to the welfare of our people. . . . 

The soundness of the Government's fiscal program must also be judged 
by its impact on the economy. ‘The Federal Budget is a substantial part 
of the total flow of incomes and expenditures in our country each year. 
Federal receipts and expenditures must both be planned to encourage 
the prosperity of the economy and keep it healthy and growing. Irre- 
sponsible and short-sighted budgetary action could contribute to a wors- 
ening of the world situation and to a decline in production and em- 
ployment in the United States. 

The soundness of a fiscal program must be judged, finally, in the 
light of where that program will take us over a period of years. This is 
partly a matter of necessity: most Government programs are based on 
a time schedule extending over a number of years, and a large part of 
the Budget in any one year represents binding commitments to spend 
established in previous years on the one hand, and tax liabilities already 
incurred on the other. It is primarily a matter of wisdom: sharp and 
arbitrary changes in Government programs, even where feasible, involve 
economic loss and dislocations, and may cause serious damage to parts 
of the economy. . . .—Budget Message of the President, January 3, 1950 
in The Budget of the United States Government for the Fiscal Year 


Ending June 30, 1951 (U. S. Government Printing Office, 1950), pp- 
M6-M7. 
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Social Security and Public Employees 


By JACK M. ELKIN 


Assistant Director of Research and Chief Statistician 
Railroad Retirement Board 





HE recent passage in the House of Repre- 

sentatives of a set of far-reaching amend- 

ments to the Social Security Act, and the 
almost certain approval by the Senate of these 
amendments early in 1950, open up to public 
employees a new vista of social security pro- 
tection. In its provisions for old-age, disabil- 
ity, and survivors insurance, the bill, H.R. 
6000, is the lineal descendant of the successive 
Wagner-Murray-Dingbell bills and contains, 
in more or less modified form, most of the 
recommendations made by the Social Security 
Administration over the last eight years, by 
the Advisory Council on Social Security to 
the Senate Committee on Finance in April, 
1948, and by the Administration in its compre- 
hensive bill, H.R. 2893, introduced in Febru- 
ary, 1949. 

Briefly H.R. 6000 extends coverage to about 
11,000,000 persons in addition to the 35,000,- 
000 now covered during an average week; in- 
creases bencfits by an average of about 70 per 
cent immediately; makes it possible for the 
new benefits to be awarded after five years of 
operation to average approximately twice 
those now being awarded; simplifies the condi- 
tions of eligibility for old-age and survivors 
benefits; liberalizes the restrictions on employ- 
ment for persons on the beneficiary rolls; pro- 
vides benefits to workers forced to retire be- 
fore age 65 on account of total disability; and 
gives the World War II veteran wage credits 
for the time spent in military service. Of par- 
ticular interest to public employees is the ex- 
tension of coverage, on a compulsory basis, to 
100,000 civilian employees of the federal gov- 
ernment and its instrumentalities who are 
outside the protection of any federally estab- 
lished retirement system and to certain em- 
ployees of privately owned transit companies 
taken over by governmental units, and the ex- 


tension of coverage, on a voluntary basis, to 
a potential 3,800,000 employees of state and 
local governments. 

It is the purpose of this article to point out 
the spottiness in the present coverage of state 
and local employees by existing retirement 
systems, to enumerate some of the inadequa- 
cies of these systems, to demonstrate the ex- 
cellent possibilities soon to be created both 
for those who are under retirement systems 
and for those whe are not, and to allay the 
fears of the former that the application of the 
provisions of H.R. 6000 would destroy the 
vested interests they have already acquired in 
their systems. 


Extent of Present Protection 


O' the 3,800,000 persons employed by state 
or local government units in the course 
of an average week, about 1,500,000 are not 
covered by any retirement plan. If teachers are 
excluded from these figures, it is found that 
a majority of those remaining are not covered. 
Twenty-eight states have state-wide provision 
for the coverage of municipal employees, al- 
though often affiliation with the retirement 
system is optional with the municipality; four 
states have systems for special classes of mu- 
nicipal employees only; sixteen states have no 
state-administered retirement system covering 
municipal employees. About 92 per cent of 
all cities of over 10,000 population have re- 
tirement systems, but one-third of them cover 
special classes of employees only, generally 
firemen and policemen. Eighty-seven such cit- 
ies, including three with a population of over 
25,000, have no plan at all. Cities under 10,000 
population employ in the neighborhood of 
250,000 persons; here there is almost no cover- 
age except for the few cities that participate in 
state systems. 
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Much as public employees need the protec- 
tion of a retirement system, it seems likely that 
a large proportion of those not now covered 
never will be except through federal legisla- 
tion such as H.R. 6000. States and municipali- 
ties cannot afford to offer their employees the 
kind of protection available through the gen- 
eral program except at a prohibitive cost. 
Many municipalities are too small to operate 
an insurance program on any practicable 
basis. Public employees desirous of purchasing 
some form of old-age and survivors insurance 
commercially find they can purchase only part 
of the protection the general program offers 
and that the rates for such insurance are many 
times higher than the federal tax. 

With few exceptions, public retirement sys- 
tems are designed with the career employee in 
mind. They provide benefits according to 
formulas so constructed that the life-time em- 
ployee can retire on an allowance amounting, 
usually, to somewhere between 40 and 60 per 
cent of his final average salary, and the short- 
service employee on something less. In gen- 
eral, each employee who qualifies receives a 
retirement annuity in proportion to his own 
individual contribution. Often a substantial 
period of employment—ten, fifteen, twenty, or 
more years—is required to qualify for an an- 
nuity, shorter periods being rewarded merely 
by a return of contributions. 

Ihis approach is in the best tradition of staff 
pension plans; it has nothing in common with 
the social benefit approach of modern social 
insurance in which emphasis is placed on in 
suring against risk. The risk is lost income, and 
the way to insure against it is to provide for 
the replacement of some proportion of that 
income. Consequently, the service requirement 
for a retirement benefit under the federal pro 
gram is relatively easy; the benefit bears only a 
minor relationship to length of service; in 
order to spread benefits so as to provide at 
least a subsistence-level income for nearly 
everyone, the benefits for the lower paid work- 
ers represent a higher proportion of their av- 
erage earnings than do the benefits of the 
higher paid workers; and additional benefits 
are provided for the retired employee with 
dependents. Under systems at present in force 
in states and municipalities tens of thousands 
of persons who have rendered service in public 


employment “covered” by a retirement system 
reach retirement age without qualifying for 
an annuity because their service is insufficient; 
in many cases the same service would have 
entitled them to a federal old-age insurance 
benefit. Tens of thousands of others who do 
qualify for public retirement benefits could 
have qualified for higher benefits under the 
federal program. Under H.R. 6000 this will 
be true of most employees who reach age 65 
with less than twenty years of service, and of a 
good many of those with even thirty or forty 
years of service, especially if they have a wife 
also age 65. It is interesting that two states, 
Iowa and North Dakota, have modeled their 
retirement plans after the Social Security Act 
instead of the typical public retirement sys- 
tem. 

Retirement under state plans is usually per- 
mitted at age 60 or 65; it is occasionally per- 
mitted at age 55 on the basis of exceptionally 
long service. Most states, however, permit re- 
tirement at earlier ages in case of permanent 
disability. Usually the service requirements are 
more stringent and the benefits are less liberal 
in ordinary disabilities than in service-con- 
nected disabilities. Four general state plans 
make no provision at all for disability retire- 
ment; in a few cases provision is made for serv- 
ice-connected disability only. Disability re- 
tirement is not provided under the present 
Social Security Act, but it is one of the most 
important features of H.R. 6000. 

Existing public retirement systems are most 
inadequate in survivorship protection. An- 
nuities for survivors of employees whose deaths 
are not service connected are rare. Aside from 
three states that have plans for special groups 
of employees, only lowa and North Dakota 
pay annuities to survivors. The typical sur- 
vivor benefit is a lump-sum return of the em- 
ployee’s contributions, with up to six months’ 
salary added by the state. Under most of the 
general state systems, a retiring employee may 
elect to receive a reduced annuity in order to 
provide an annuity or lump-sum payment for 
his beneficiary, but that is, of course, of no 
value to the employee who dies before retire- 
ment. In summary, it may be concluded that 
perhaps 80 per cent of the state and local em- 
ployees who are covered lack adequate surviv- 
orship protection. This consideration alone 
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should make coverage under the federal pro- 
gram attractive to the vast bulk of public em- 
ployees. 


Other Defects in Public Retirement Systems 


poms retirement systems have other less 
obvious defects. Present systems are de- 
signed primarily for those who remain in the 
service of the same state, and sometimes of 
the same state unit or the same municipality, 
until retirement; workers covered by such sys- 
tems do not enjoy continuous protection when 
they shift from one government unit to an- 
other, or between public and private employ- 
ment. The great majority of those who leave 
public service before retirement age forfeit 
any rights to retirement benefits they may have 
acquired. An employee who transfers his em- 
ployment from one state to another usually 
loses his retirement rights with the first state. 
If he is no longer young, he often finds it im- 
possible to accumulate enough service to earn 
an annuity from the second state. Similarly, a 
person who enters public employment from 
private industry mav lose all or part of the 
protection he has acyuired under the federal 
insurance program. Some indication of the 
extent of the problem of shifting employment 
may be gained from the fact that the number 
of persons employed by state and local govern- 
ments in the course of a year may exceed by 
about one million the-number employed in 
the course of a month. Much of this difference 
is accounted for by temporary and part-time 
employment, but the annual turnover in 
permanent full-time jobs probably ranges 
from 4 to 7 per cent. 

The result of the patchwork of public re- 
tirement systems is to tie employees to their 
jobs. In consequence, municipalities lose the 
benefit of a constant interchange of personnel 
and the stimulation that comes from the in- 
jection of new blood. The obvious loss in mo- 
rale to the municipal employee of ten years’ 
standing who finds it necessary to pass up a 
better opportunity in industry or in another 
state is as harmful to the governmental unit to 
which he is tied as it is the employee himself. 
Several city managers and municipal person- 
nel directors who testified in favor of H.R. 
6000 complained that they cannot compete 
with industry in the recruitment of competent 


personnel. One said that even though his city 
has several retirement systems, he cannot in 
good conscience hire an employee from pri- 
vate industry without first warning him of 
the loss he will suffer in social security pro- 
tection. Several complained about the cost of 
retaining old employees who have outlived 
their usefulness but who cannot qualify for 
pensions. It is clear that where a retirement 
system provides for a pension after a minimum 
of twenty-five years of service, a personnel offi- 
cer will be reluctant to hire a man past 45, or 
even 40, unless there is a provision in the 
retirement system excluding from its benefits 
persons hired after a certain age. 

It is only fair to point out, however, that 
shifting coverage may sometimes work to the 
employee’s advantage. A public employee, for 
example, who is covered under a retirement 
system which grants a vested right in a de- 
ferred annuity after a stated period of service 
may work for his government unit long enough 
to acquire that right, transfer to private indus- 
try, and qualify for two benefits at age 65. 
Or, if he has acquired a permanent insured 
status under the Social Security Act by virtue 
of ten years’ employment, he may transfer to 
public service and, again, by proper timing of 
his two employments, qualify for dual benefits. 
In either case, the combined total is probably 
greater than the benefit that would have been 
paid under either system had all his employ- 
ment been under that system. Since the 
weighted social security formula was designed 
to favor the worker with relatively little em- 
ployment, the fact that it can favor the one 
with considerable employment, of which only 
the minimum portion is covered, must be con- 
sidered as undesirable from the point of view 
of public policy. 

In spite of such minor exceptions, one is 
forced to the conclusion that the average pub- 
lic employee who is covered by a retirement 
system stands to gain from being included in 
the federal program almost as much as one 
who is not covered at all. Actually, he may gain 
more, since at the same time that his govern- 
ment unit is covered his retirement system can 
be modified and retained as a supplement to 
the basic system, with a guarantee that total 
benefits will in no case be reduced. 
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Effect of Enactment of H.R. 6000 

Si does not permit an enumeration of all 

the benefits provisions of H.R. 6000, but 
it is possible to visualize their effect on the 
employees of a particular governmental unit. 
For this purpose, it is assumed that the em- 
ployees are immediately covered by a federal- 
state compact (described below), that they are 
all over 21, and that they have had no 
previous social security employment. After a 
year and a half of continuous employment, 
each employee becomes currently insured and 
thereby the possessor of a “life insurance 
policy” that in case of death may be worth 
thousands of dollars if he has one or more 
children under 18. In another three and one- 
half years he acquires a “disability retirement 
policy” which, in case of total and permanent 
disability, entitles him to a lifetime income. 
At the same time, his “insurance policy” in- 
creases in value because he is now fully in- 
sured. Moreover, if he is 65 years of age, he 
is now entitled to an immediate retirement 
annuity. If he is younger and continues work- 
ing, he permanently acquires a fully insured 
status five years later; he may then be a rela- 
tively young man but he has the guarantee of 
a pension at age 65 even though he has no fur 
ther employment. An employee who is 65 
years of age or older on the effective date be- 
comes eligible for retirement if he can hold 
his job for five years or for a period which, sub- 
ject to a minimum of one and one-half years, 
is half as long as the period after 1936 and be- 
fore he reached age 65. 

The method of computing benefits, while 
formidable at first glance, is fairly simple— 
more simple, in fact, than in many of the pub- 
lic retirement systems which require the use 
of actuarial tables. Under the assumptions 
made above, the formula provides in the case 
of a $3,000-a-year employee who works stead 
ily for ten years from the date of the compact 
and retires at age 65 a monthly old-age benefit 
of $68.30. If he has a wife age 65, his benefit is 
increased by 50 per cent; if he has one or more 
unmarried, dependent children under 18, each 
of the children and the wife, regardless of her 
age, receives a dependent’s benefit of one-half 
of the employee’s benefit, subject to a total 
family benefit of $150. If the employee is re- 
tiring before age 65 on a disability benefit, 


however, these dependents’ benefits do not 
become payable until he reaches age 65. 

If the employee dies at the end of the ten 
years of service leaving, say, a widow and two 
unmarried, dependent children under 18, the 
widow receives $51.30, the younger child 
$51.30, and the older child $34.20, making a 
total family benefit of $136.80 per month. In 
addition, there is a lump-sum benefit of 
$204.90. The monthly family benefit is reduced 
to $102.60 when the older child reaches age 
18, and is terminated when the younger 
reaches 18. When the widow reaches age 65, 
however, her benefit of $51.30 is resumed and 
continues for life, if she remains unmarried. 
(All of these figures could potentially be some- 
what higher in the case of an employee who 
had previously been under social security cov- 
erage at some time; on the other hand, they 
would be lower if there is a delay in consum- 
mating the federa!-state compact.) 


Federal-State Agreements under H.R. 6000 


TNDER H.R. 6000, coverage of state and local 
employees, other than transit-company em- 
ployees, would be effected only by a compact 
between a state and the federal security ad- 
ministrator. A compact would be made with 
respect to a defined coverage group, which, in 
general, would comprise all the employees of 
a state or of a political subdivision of a state. 
For any group to be covered, all of the em- 
ployees in that group (with certain exceptions 
such as part-time workers and elected officials) 
would have to be covered. Members of an 
existing retirement system would be treated 
as a separate group, and coverage could not 
be extended to them unless the affected em- 
ployees and persons over 21 on the beneficiary 
rolls elected to be covered by a two-thirds vote 
in a written referendum. Although it is not 
so stated in the bill, it is intended that this 
election be conducted by secret ballot. Accord- 
ing to the House report on the bill, the pro 
vision for a referendum is included to assure 
those covered by existing systems that ad- 
equate safeguards are present so that their 
pension plans will not be destroyed. 

Once a group is covered, the state would be 
required to pay amounts equivalent to the 
combined employee and employer taxes that 
would be due just as if the services covered 
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under the agreement constituted any other 
social security employment. Presumably, the 
state would reimburse itself for half of the 
tax by payroll deductions. If a state failed to 
pay the required contributions while a com- 
pact was in effect, the federal government 
might deduct the arrearage, plus interest, from 
payments otherwise due to the states under 
other titles of the Social Security Act, chiefly 
public assistance grants. 

A state would not be permitted to terminate 
an agreement until it had been in force for 
five years, and then would have to give notice 
at least two years in advance, the two years 
beginning not before the expiration of the 
five years. Once coverage of a particular group 
was terminated, that group could never be 
covered again. 

Although it is difficult to see how they could 
be avoided, certain difficulties are inherent in 
the provisions for federal-state compacts. The 
procedure may prove cumbersome and time 
consuming, and the time lost in process may 
cause permanent damage to the benefit pro- 
tection of the affected employees. An employee 
whose coverage is not made retroactive to the 
effective date of the amendments will have to 
work longer to acquire insured status, and the 
eventual computation of his or his survivors’ 
benefits will always reflect a penalty for the 
period of time that was lost. Perhaps a more 
serious problem lies in the fact that the state 
determines whether the employees of a par- 
ticular coverage unit will be covered. It is the 
state that must enter into the compact with 
the federal government; and, regardless of 
how strongly the employees of a municipality, 
say, wish to be covered or how strongly the 
municipal council wishes to cover them, if 
the state legislature is unwilling to act there 
will be no compact. With a proper and wide- 
spread understanding of the problems in- 
volved, however, on the part of public em- 
ployees and state and local legislators, these 
difficulties should not prove too serious. 


Treatment of Employees under Retirement 
Programs 

Group of employees now covered by a re- 

tirement system need not fear the exten- 

sion to them of the basic social security cov- 

erage, since the present retirement system can 


be modified so as to supplement the basic sys- 
tem and at the same time guarantee that the 
total protection is, in all cases, at least as great 
as at present. There is no need to set out a 
blueprint for this modification; no doubt the 
managers of each system will know best how to 
solve its problems. It is sufficient here to enum- 
erate the basic elements of a plan such as is 
here contemplated. 

A municipality that has a retirement system 
in operation to which, in addition to its own 
contributions, it requires its employees to con- 
tribute 5 per cent of their salaries may be 
taken as an example. From the moment the 
federal-state compact covering the municipal- 
ity goes into effect, the first 2 per cent of the 
payroll tax (assuming that rate, scheduled to 
go into effect in 1951, is already operative) will 
be diverted to the federal government. The 
remainder, plus as much as the municipality 
is willing to contribute over and above the 
social security tax which it must pay as em- 
ployer, plus the entire reserve that has ac- 
cumulated in the former retirement system, 
will be used to finance a new retirement system 
on as sound an actuarial basis as the old. 
The new system will, of course, be continu- 
ous with the old. It will observe the basic 
objective of public retirement systems, namely, 
encouraging and rewarding the continuous 
employment of career public servants. Its 
benefits will be in proportion to earnings 
and length of service (a smaller proportion 
than was allowed under the old system, natur- 
ally) and will be used to supplement the basic 
social security benefits payable by the federal 
government, as is done in staff-pension plans 
in private industry. Where service is insuffi- 
cient to qualify for a retirement benefit, con- 
tributions (exclusive of the social security tax) 
will be returned. Similarly, in case of death, 
contributions in excess of the social security 
tax, plus anything the municipality cares to 
add, will be returned to the survivors to sup- 
plement the basic survivor benefits payable 
under the general program. 

As a matter of equity, of course, the benefit 
formula used to compute retirement benefits 
will give proportionately greater weight to 
service prior to the effective date of the com- 
pact, when the entire 5 per cent tax went to 
build up retirement credits, than it will to 
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service thereafter. When the employee tax 
under the Social Security Act is increased to 
2.5 per cent in 1960, a corresponding increase 
will have to be made in the employee's and 
the municipality's contribution, unless the 
latter wishes to absorb the employee's share, or 
a further modification will have to be made in 
the retirement benefit formula. 

Because social security benefits under the 
federal program represent, in the aggregate, a 
relatively greater “bargain” per dollar of con- 
tribution than benefits under a typical actu- 
arially financed public retirement system, the 
basic benefits plus the supplementary benefits 
under the new formula will, in the aggregate, 
exceed the benefits payable under the old 
formula. The same will be true, with few ex- 
ceptions, in each individual case of retirement 
at age 65 or later. Where it is not true, the 
employee will be protected by a guarantee 
written into the new retirement law that, in 
any event, the retirement benefit will be no 
less than the difference between the benefit 
that would have been payable under the 
old formula and the basic social security 
benefit. In case retirement before age 65 is 
permitted under the municipal plan, the em- 
ployee cannot, unless he is totally and _ per- 
manently disabled, count on a basic benefit. 
His retirement allowance from the municipal 
ity will therefore be computed under the old 
formula in order that the guarantee can be 
made good. At age 65, or earlier if he becomes 
eligible for a disability benefit, his retirement 
allowance will be recomputed under the new 
formula, since, with the addition of the bene 
fits payable under the federal program, it will 
probably exceed the allowance previously 
awarded. In the rare case in which the sum of 
the two benefits does not exceed the original 
award, the award will continue in effect. An 
increase is still possible, however, when the 
basic benefit due the employee is increased 
because of his wife’s attainment of age 65. It 
need hardly be mentioned that the payment of 
dual benefits under an integrated program, 
as here described, does not do violence to the 
principles of social insurance as do dual bene- 
fits under the separate programs now in ex- 
istence. 

A plan of this type requires efficient coopera- 
tion between the municipal government and 


the Social Security Administration. Such co- 
operation, for which, of course, careful pre- 
liminary planning is necessary, should present 
no administrative problem so serious as to 
offset even a fraction of the advantages to be 
gained. The industry-wide retirement program 
for men’s clothing workers, for example, un- 
der which retired employees receive a supple- 
mentary benefit equal to the basic social se- 
curity benefit, requires the same kind of co- 
operation and has been functioning, appar- 
ently successfully, for about five years. A more 
complicated type of coordination involving 
the Railroad Retirement Board, which ad- 
ministers a social insurance program for rail- 
road workers, has also been in operation for 
the past three years. Similarly, an interchange 
of information between the staff-pension plan 
and the Social Security Administration will be 
necessary under the agreements recently ne- 
gotiated in the automobile and steel industries. 


Federal Employment 


ucH of what has been said with regard to 
M state and local employees applies also to 
federal employees. A sizable number of federal 
employees—perhaps a few hundred thousand-- 
have no retirement protection. About 100,000 
of them will be covered automatically by H.R. 
6ooo; the rest of those unprotected, largely 
temporary and emergency employees, will re- 
main so. The bulk of federal employees, al- 
most 2,000,000 of them, are covered under 
about twenty separate retirement systems, of 
which the only one of real consequence is that 
provided by the Civil Service Retirement Act. 
They will not be affected by H.R. 6000. 

The civil service system, while considerably 
better than almost any of the state and munic- 
ipal systems, has some of their inadequacies. 
Retirement benefits under it are fairly liberal 
for the career employee, but rather inadequate 
for the man who retires on less than, say, fif- 
teen years of service. Disability annuities are 
payable after only five years of service, but, 
like age annuities, are in proportion to length 
of service and therefore small for the employee 
who becomes disabled at a relatively young 
age. Survivor annuities are payable to widows 
and children—an improvement over most pub- 
lic plans—but suffer from the same defect; a 
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$3,000-a-year employee with a wife and one 
child who dies after five years of service, the 
minimum needed to qualify, leaves them with 
benefits totaling a mere $17 a month. Disabil- 
ity and survivor benefits, moreover, are avail- 
able only to employees in active service. The 
employee who becomes disabled the day after 
resigning from his government job has no dis- 
ability protection, and the employee who dies 
the day after resigning leaves his survivors with 
only a lump-sum refund of his contributions, 
no matter how long his service period. As in 
the case of other public employment, the man 
who quits private industry to enter federal 
service loses part or all of the protection he 
has built up under the old-age and survivors 
insurance program. The man who quits fed- 
eral employment to enter private industry re- 
ceives no wage credits for the former in the 
determination of his social security benefits. 
He must wait five years (under the terms 
of H.R. 6000) before he acquires protection 
against death or disability, and even then is 


at a disadvantage as compared with others 
who have been under social security coverage 
all along. 

There appear to be no special administra- 
tive or legai difficulties which would prevent 
the extension of coverage to federal employees. 
The only real obstacle is apparently the gen- 
eral impression that they are already ad- 
equately protected and that any attempt to 
cover them under the general program would 
disturb their present systems and the rights 
they have accumulated under them. This ob- 
stacle, while serious, can be overcome through 
education. There is no reason why a satisfac- 
tory and technically adequate plan cannot be 
worked out that will extend the basic protec- 
tion to all federal employees and at the same 
time adjust the existing federal retirement 
systems so that they provide supplementary 
benefits to career employees. No federal em- 
ployee need suffer any diminution of total 
benefit rights by such coordination; most 
should gain by it. 





18. None of our witnesses have argued that Civil Service salaries should 
be related to the highest individual salaries that can be attained in the 
most highly competitive professional and commercial posts, and we are 
satisfied that they should not be so related. The Civil Service is and will 
remain a service, in which dazzling individual rewards are inappropriate. 
The civil servant does not have to assume the individual and financial 
risks that arise in commerce and in industry. The constitutional responsi- 
bility for his decisions rests with Ministers. On the other hand, undue 
importance should not be attached to this, as it is more than counter- 
balanced by the great weight of responsibility arising from the vital and 
urgent public interests which are continuously dependent upon the work 
of senior civil servants. The heaviest jobs in the other professions and in 
commerce and industry are not more exacting than those undertaken by 
senior civil servants. 

20... . we think that higher Civil Service salaries should not be de- 
termined on a purely competitive basis. They should not, however, be at 
a level which gives senior civil servants a markedly lower standard of 
living than those of comparable status in other employments; and this, 
we feel, is what has been happening in recent years. The top ranks of in- 
dustry and commerce are not uncommonly in receipt of salaries more 
than double those paid to Permanent Secretaries, and they sometimes 
enjoy also other advantages which enlarge the difference.—Report of the 
Committee on Higher Civil Service Remuneration, Cmd. 7635 (H. M. 
Stationery Office, 1949), pp. 5-6. 
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By .. GOVERNMENT EMPLOYEE 





VERYONE who works for the government 
feels himself compelled by social pres- 
sures in the typical American commu- 

nity occasionally to offer an apology for his 
life, and as a part of that process to answer 
such questions as “Tell me, just what it is you 
do.” 

The answer to this question has perplexed 
the writer and he has given considerable 
thought to it at odd times. The following rep- 
resents his efforts to formulate an answer that 
will describe his function in the government 
in terms that will be comprehensible to a 
“practical” man. Naturally, the answer is not 
as uncomplicated as the question. In brief, he 
would describe his job as that of combined 
administrative mechanic and ammunition 
passer. 

The last fifteen years of his life have been 
spent crawling through the federal govern- 
ment’s vast and complex administrative ma- 
chinery. There are some curious and ingen- 
ious compressors operating in the southwest 
corner of the third sub-basement which were 
not described in any of the high school civics 
textbooks that he studied. If they had been, 
he would probably have gotten into govern- 
ment work even earlier than he did. Most of 
these fifteen years have been in the executive 
branch of the federal government, with a 
short stint in the legislative branch assigned 
to the staff of a House committee. 

Some of this experience was with federal 
machinery operating at the local level, where 
one actually saw the product come out—where 
one felt and saw the machinery working and 
was in a position to observe its effectiveness 
in terms of what it was designed to do. Except 
for remuneration, this was the most satisfac- 
tory kind of experience. Some of this experi- 
ence was in a federal program at the state 
level, where the task was chiefly that of syn- 
chronizing two machines. Most of it has been 


in Washington, in four major agencies, two of 
them with hundreds of field installations. 

During such a term of apprenticeship one 
learns that a good administrative mechanic 
must use all his senses and that putting expe- 
rience to use is not a rational process. The 
smell of burning oil from a hot bearing, the 
sight of reciprocating parts battering them- 
selves to pieces through lack of proper timing, 
the acrid taste of spilled battery fluid, the un- 
even and irregular feel of vibration caused by 
faulty firing, the sound of a chipped gear, 
with their infinite permutations and mani- 
festations, are all soaked up by a good me- 
chanic and stored away for future reference. 
As the storage bins fill up, reference to them 
for testing purposes becomes almost an intui- 
tive process and resultant action is difficult to 
define as rational, yet more often than not it 
makes good administrative sense. 

The amount of effort and time which an 
administrative mechanic devotes to detecting 
a rough pinion gear or a shaft with too much 
end play is a fair index of his skill. The next 
best index is the amount of time and effort 
he requires to remedy the trouble. But the 
best index is how long the machine stays 
fixed. A competent administrative mechanic 
will do the best he can with the available 
tools in the time available, and the fact that 
he is constantly replacing burned bearings 
may in some part be due to lack of time. That 
is, he must spend so much time on replace- 
ment that there is never time for adequate 
maintenance or for oiling the bearings that 
already show signs of smoke. 

Yet, familiarity with the mechanical aspects 
of the administrative machine is not the only 
desirable attribute of an administrative me- 
chanic. So far as time and opportunity per- 
mit, he must become familiar with other me- 
chanics and with various sorts of engine tend- 
ers, oilers, firemen, and wipers, and come to 
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some opinion of their sometimes highly spe- 
cific and particular skills, their judgment, 
their workmanship, and their devotion to the 
end product of the machine. 

For example, there was the acquaintance- 
ship the writer struck up, during his walks to 
and from work, with a little blue-shirted fel- 
low who was out every morning at 8:30 
sweeping the sidewalk in front of the White 
House. One morning he made some facetious 
reference to the large area of walks still ahead 
of the sweeper. The answer, accompanied by 
a grin, was: “Don’t worry, I'll have ‘em slicked 
up pretty fast. Got to keep ‘em clean.” Then, 
in a serious vein, w. h a meaningful look and 
a hint of pride in his voice, he added, ‘It’s 
his house, you know.” 

The closer one moves to the control room, 
the more advantageous -it is to know a few 
people down in the works who have such mo- 
tivations. When administrative miracles are 
called for, little fellows like this can some- 
times coax such prodigious performance out 
of the machine that it causes even agency 
heads to shake their own in amazement. 

As in the operation of any complex ma- 
chine, the interaction between the govern- 
ment machine and its operators is a subtle, 
but considerable, factor. Generally, a loose 
boiler tender can raise more hob with the 
administrative machinery than could possibly 
result from a loose shaft. In such a situation, 
an administrative mechanic should proceed 
cautiously in taking remedial action, else he 
will run afoul of those white-collar techni- 
cians who have staked out a claim to compe- 
tence in any matter affecting boiler tenders 
as persons. According to the doctrine pure 
and undefiled, a boiler tender is not the con- 
cern of the administrative mechanic, but is in 
a separate and aseptic compartment labeled 
“Personnel.” However, a good administrative 
mechanic will not hesitate to ignore the doc- 
trine in the interests of keeping the machine 
going. He can do this very effectively by 
avoiding any implication that his actions are 
“official.” The personnelists are curiously 
averse to the pragmatic approach, perhaps be- 
cause their entire working day is spent among 
papers and promulgated rules. An adminis- 
trative mechanic can often take care of the 
loose boiler tender and keep the machine run- 


‘aing by taking some sort of “informal” ac- 
tion. This occasionally leaves a bit-of a mess, 
but it can be cleaned up “under the rules” 
and is vastly preferable to observing the rules 
and bringing the machine to a complete stop. 

Now as to the ammunition handler part of 
the job. 

Most males have an understandable itch to 
pull the trigger on a gun. Somewhat fewer 
prefer to point it, fewer, still, like to load it, 
and most have no interest at all in the pro- 
saic task of ammunition handling. For a cer- 
tain perverse few, however, that task has a 
fascination that overshadows all the other 
steps required in laying a projectile on a tar- 
get. In the first place, it is generally a chal- 
lenge to find ammunition with the highly spe- 
cific characteristics required. This factor of 
choice is not a rational process. It requires a 
“feel” for casing, projectile, and powder, so 
that those responsible for policy can bring 
the big guns effectively on the target. 

For those few who like ammunition han- 
dling there is no greater satisfaction in the 
hold than to feel the shock and concussion 
of a well prepared charge and to get word 
from the bridge that the projectile has gone 
home with the desired effect. Although those 
on the bridge would be averse to admitting 
it, in a large proportion of shots the ammu- 
nition handlers have the exquisite but con- 
cealed satisfaction of deciding between a con- 
tact fuse and a time fuse. Time fuses are the 
most fun, for they permit the handler to 
scramble out on deck in time to see the ex- 
plosion. The pleasure becomes almost excru- 
ciating when he sees the fire director, who has 
come to the conclusion that the charge is a 
dud and has disgustedly turned away, sud- 
denly wheel and grin at the sound of the de- 
layed explosion. 

Sometimes when the handler has lavished 
weeks and weeks of time on a tailor-made job, 
he is even invited to come on the bridge to 
observe the results of his handiwork. This may 
be decidedly stimulating, but it can also turn 
out to be embarrassing if his pride and joy 
misfires, screams off at an angle, and fizzes out 
far off the target. Under such circumstances, 
he can only hope that the fire director will 
glance over his hit-or-miss average for the 
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year before delivering himself of his judg- 
ment on the particular job. 

But most of the time it is most comforta- 
ble down in the hold, behind the bulkheads, 
especially when one’s own ship is taking hits 
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as the one proper for mechanics and han- 
diers, although the personnelists have insisted 
that he is in the Clerical, Administrative, and 
Fiscal Service (now a part of the General 
Schedule). He has found that by belonging, 


which are making a shambles of the bridge. 
Only then does one appreciate, and truly com- 
prehend, that passion for anonymity that 
people talk about. 

The writer has always classified himself in 
the Crafts, Protective, and Custodial service 


spiritually at least, to the CPC, he has had a 
very wholesome occupational orientation and 
reference point which has served to offset the 
stuffiness that has often been found in the 
CAF and, more especially, the Professional 
Services. 





37- In the course of our enquiry we have endeavoured always to relate 
our recommendations to certain principles which we think should be 
generally acceptable. There are two such principles which we think vital, 
the first of which tells in favour of the removal of restrictions on civil 
servants’ political activities, the second in favour of their retention. . . . 


(i) In a democratic society it is desirable for all citizens to have a 
voice in the affairs of the State and for as many as possible to play an 
active part in public life. 

(ii) The public interest demands the maintenance of political im- 
partiality in the Civil Service and of confidence in that impartiality as 
an essential part of the structure of Government in this country. 


39. . . . The Administrative civil servant voluntarily enters a profes- 
sion in which his service to the public will take a nonpolitical form. It 
will consist in the wise and accurate estimation of the reasons for and 
against a particular course of action, formulated not for the purpose of 
influencing the public mind, but for the benefit of those who actually 
have to take decisions. The deliberate choice of a profession in which he 
knows that his service to the public will take this form gives a bent to 
the mind. It is very unlikely that a civil servant formed by years of train- 
ing and the exercise of administrative functions would hold clear-cut 
party views in the sense of being a consistent supporter of the entire pro- 
gramme of one party, even if on the whole his sympathies lay with it. 

40. This impartiality is never questioned by Ministers, by the public, 
or by other civil servants. In present conditions a Minister coming into a 
Department is able to rely on entirely loyal service to his ideas from all 
civil servants alike. . . 

48. Our general conclusion is that to preserve the attitude of detach- 
ment in all civil servants in whom its absence might adversely affect the 
public service is so important as easily to outweigh any hardship felt by 
individuals who are deprived of the freedom to propagate political views 
among their fellow citizens. It will certainly justify maintaining the dep- 
rivation in some cases in which the risk is only slight. The public service 
should, in our view, consistently be given the benefit of any doubt. . . .— 
Report of the Committee on the Political Activities of Civil Servants, 
Cmd. 7718 (H. M. Stationery Office, 1949), pp. 13, 14-15, 18. 
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Allocation of Financial Resources 


By Weldon Cooper, The University of Virginia 


COMMUNAL AUTONOMY: SYNTHESIS OF THE RE- 
PORTS PRESENTED TO THE PARIS CONGRESS 
(July, 1947), International Union of Local 
Authorities, Local Government Adminis- 
tration, Vol. 30, Document 289, August, 
1948. Pp. 31. 

DIVISION OF WoRK BETWEEN THE CENTRAL AND 
LocaL GOVERNMENTS AND RULES FOR 
GRANTs-IN-Aip TO LocAL GOVERNMENTS IN 
Norway, SWEDEN, ENGLAND AND WALES, AND 
Ho.tanp, by Kjeld Philip (translated from 
the Danish by Kamma Ipsen; edited by Pris- 
cilla M. Greeley). Bureau for Research in 
Municipal Government, Harvard Graduate 
School of Public Administration, February, 
1948. Pp. 63. 


I 


T HAS not been many years since the study of 
Rasunoviaaand relations in the United 
States was limited almost wholly to academi- 
cians. Like many other matters which form- 
erly concerned the academicians alone, how- 
ever, problems of intergovernmental relations, 
and particularly those aspects relating to fi- 
nance, have become of increasing concern to 
chief executives, legislators, and public ad- 
ministrators charged with finding ways and 
means to finance the governments of the 
United States, the states, and the localities. 
The establishment of a more orderly scheme 
of intergovernmental relations has become 
a matter of high priority in many circles. 

This high priority may be indicated by a 
few examples. One of the most important is 
the report of the Committee on State-Local 
Relations of the Council of State Govern- 
ments.! Another significant inquiry is under 
way at the University of Minnesota under the 


*State-Local Relations. Council of State Govern- 
ments, 1946. 


direction of Professor William Anderson who 
has reached the point in his survey of inter- 
governmental relations where monographs 
containing some of the results will shortly be 
forthcoming. 

One of the latest of many examples of in- 
terest at the national level is found in the pro- 
posed legislation introduced in 1949 calling 
for the creation of a national commission on 
intergovernmental relations. The duties pro- 
posed for such a commission in one of these 
bills are instructive: 


Sec. 3. (a) It shall be the duty of the Commission— 
(1) to make a thorough and complete study of (A) 
the past and present relations between the National, 
State, and local governments of the United States; 
(B) the past and present allocation of govern- 
mental functions and powers among the National, 
State, and local governments in the United States 
and (C) in the case of governmental functions and 
powers exercised by two or more such govern- 
ments, the distribution of jurisdiction over such 
functions exercised by each such government; and 

(2) to submit its recommendations as to the most 
desirable future allocation of governmental func- 
tions and powers aniong the National, State, and 
local governments of the United States and as to 
the means of effecting such allocation; and, in the 
case of a function or power appropriately allocated 
to two or more governments, the most desirable 
distribution of jurisdiction over such function or 
power among the governments, 

(b) The Commission shall make a report of its 
findings and recommendations to the Congress on 
February 1 of each year and at such other times as 
it deems advisable.? 


Less well known, but showing the same de- 


* National Commission on Intergovernmental Rela- 
tions, Joint Hearings before the Subcommittees on In- 
tergovernmental Relations of the Committee on Ex- 
penditures in the Executive Departments, Senate of the 
United States and House of Representatives (81st 
Cong., 1st sess., 1949), p. 3. 
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gree of priority at the state level, are the nu- 
merous state tax study commissions which have 
been at work since the end of the war. ‘These 
commissions are generally assigned the task of 
conducting a detailed examination of the 
state and local revenue and expenditure sys- 
tems with a view to the establishment of more 
equitable financial relations between the state 
and the localities and the possible utilization 
of the state’s superior taxing power in bring- 
ing some relief to the localities. The work of 
the Moore Commission of New York State is 
more widely known than that of other com- 
missions, but it is only one of many. 

The dilemma which faces such tax study 
commissions may be illustrated by citing a 
single example from the experience of a re- 
cent commission. Early in its study, this par- 
ticular commission discovered the familiar 
pattern of state centralization. On this com- 
mission were a number of men who in past 
years had been eloquent in their vocal defense 
of local self-government and who decried the 
trends toward state centralization. Accord- 
ingly, early in its deliberations the commission 
laid down the general principle that certain 
functions supported in varying degrees jointly 
by the state and the localities were first a local 
responsibility. Under this principle the state 
would enter into the picture primarily in an 
inspecting, standard-setting, examining capa- 
city, and would provide state aid only where 
local tax ability and effort were not sufficient 
to meet the needs of particular localities meas- 
ured in terms of the minimum standards pre- 
scribed by the state. This was all well until the 
effects of the application of the principle to 
the individual localities were discovered. Since 
the existing grant-in-aid system in the state 
was based almost wholly on need, with little 
or no emphasis on ability and effort, the re- 
sult of the adoption of the new plan would 
have meant that some communities more for- 
tunate in terms of tax resources than their 
sister localities but less willing to exploit those 
resources would have lost in the distribution 
of funds to localities that had fewer tax re- 
sources but had been more vigorous in their 
use. After this discovery, no further serious 
attention was devoted to a shift to equaliza 
tion as the sole basis for the state grant-in-aid 
systems. The members believed there was no 
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chance of getting through the legislature a 
measure which would “take something away” 
from some localities. A set of state-local fiscal 
relationships had developed which not only 
resisted change but which in its future appli- 
cation would probably lead to less rather than 
more local autonomy. 


Il 


I we tend to think that the problems arising 
out of central-local governmental relations 
are indigenous to this country, our minds can 
be set at rest by an examination of two recent 
reports on this same problem in European 
countries. Communal Autonomy is a synthesis 
of the reports presented by the various delega- 
tions to the Paris Congress of the International 
Union of Local Authorities in July, 1947. In 
attendance at this meeting were representa- 
tives from seventeen countries, mostly Euro- 
pean, who presented reports on the status of 
local governmental autonomy in their respec- 
tive countries. The second report, written by 
Kjeld Philip, is a translation of a report sub- 
mitted by the author to the Danish Taxation 
Commission of 1947. It deals with the grant- 
in-aid systems in effect in the Scandinavian 
countries (except Denmark), Holland, and 
England and Wales. These two reports in 
many respects complement each other. Com- 
munal Autonomy is an overview of state-local 
relations primarily in Europe and the United 
States, while Philip’s study is a detailed de- 
scription of the grant-in-aid systems in effect 
in specific countries. 

Any attempt to synthesize the synthesis of 
the reports of the delegations in Communal 
Autonomy would be futile. No more can be 
done, therefore, than to attempt to discover 
the points made in defense of local self-gov- 
ernment or autonomy and to appraise the 
status of that autonomy. These items are con- 
sidered in the first part of the report. The sec- 
ond part, which is concerned with the organ- 
ization for local government in the several 
countries, is not considered here. 

Defense of local autonomy, in contrast with 
complete centralization, is voiced early in 
Communal Autonomy. This defense will be 
familiar to students of American local gov- 
ernment: 


It can thus be concluded that the notion of local 
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autonomy is founded upon the clear conception 
that in order to regulate to the best advantage of 
the interests of a particular local group those prob- 
lems which specially concern that group, only a 
body directly originating from the community and 
in constant touch with it will be able to under- 
stand the situation in all its details and take judi- 
cious and appropriate decisions. 

Local government alone is able to operate local 
measures to the best advantage and in addition it 
will be the best organisation to apply the general 
decisions of the State, which require the taking 
into account of local circumstances. 

Consequently, local government appears in the 
highest degree to be the proper legislative body for 
purely local questions and also the executive organ 
for the application of general laws. (p. 3) 


The report also gives local autonomy an im- 
portant place in the support of democratic 
government. In concluding the consideration 
of centralization and autonomy, the report 
states: 


Whenever an anti-democratic government is in- 
stalled, it devotes itself to the destruction of munic- 
ipal autonomy, and every time also the most difficult 
enemy to be conquered by a tyrannical government 
has been the local communes which are jealous of 
their autonomy. 

By its very nature, the system of anti-democratic 
government involves the police state and excessive 
centralisation. 

The strengthening of the status of the local au- 
thorities and of their autcnomy without doubt pro- 
vides the best barrier against tyranny, for a people 
which has educated itself by direct government 
through its local communities will be a difficult 
one upon which to impose the laws of a dictator- 


ship. (p. 22) 


Perhaps the core of the report is found in 
the two sections devoted to the means for ar- 
resting the movement towards centralization 
and for reducing the obstacles to local auton- 
omy. In reducing the movement toward cen- 
tralization, the principal obstacles to be over- 
come are the overwhelming interest of the 
citizen in the central government as against 
the local community and the claim that the 
central government, because of its superior fi- 
nancial and personnel resources, can do a bet- 
ter job. 

Civic education appears to be the answer to 
the problem of securing increased interest in 
local affairs. “Local authorities must bring to 


the notice of the citizens the activities of the 
local authorities, and stress the part which 
they can take in those activities. The local 
authorities must make themselves known to 
the individual, interest him in municipal ac- 
tivity, and seek his active cooperation in the 
betterment of the locality.” 

Great difficulty is admitted in countering 
the results of the technical superiority of the 
higher unit. Local authorities will have to 
demonstrate that they can act as well as, or 
better than, the central administration in 
many fields. It is recognized that certain func- 
tions which were formerly local cannot now 
be successfully administered by the individual 
local authority because of technical and finan- 
cial incapacities. The remedy proposed is the 
association of the local authorities in joint un- 
dertakings that will pool their resources and 
provide an organization sufficiently strong to 
make unnecessary direct state action. 

The principal obstacles to local autonomy 
are in the administrative field, through restric- 
tive state controls over the many tasks placed 
upon local authorities by the state, and in the 
financial field, where the lack of sufficient rev- 
enue makes it necessary to seek grants from 
the state which in turn bring state control. A 
closer examination of the methods proposed 
for lessening centralization show that the dif- 
ficulties are primarily financial. 

In those instances where the function to be 
performed is “really not of a local character” 
the block grant is proposed: 


. the State should suitably reimburse the munic- 
ipalities and give them the necessary financial 
means for carrying out these tasks by a block grant 
sufficiently large to cover the expenditure which is 
involved, and even further if the municipality runs 
the service with particular efficiency it should be 
able to utilise the saving in the grant for other pur- 
poses. This would be a great stimulus to efficiency, 
and the State itself could undoubtedly find inter- 
esting suggestions in the methods employed by the 
local authorities to reduce the expenses of any par- 
ticular service. The municipalities which for a long 
time have often faced a difficult financial situation, 
and which also have displayed administrative flexi- 
bility, will certainly find ingenious methods of 
economy if they are allowed to retain the saving 
thus obtained for other purposes. It goes without 
saying, of course, that the local authority could 
not, however, neglect the execution of the task 
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which has been entrusted to it under the pretext 
of economy (pp.17-18). 


The most important single impediment, 
however, is the inadequate financial resources 
of the locality when matched against the func- 
tions to be performed. No general solution is 
possible because of variations in financial 
practices among the states represented. Three 
alternatives are suggested. One of these would 
give the local authorities new sources of tax- 
ation. A second would restrict new taxation 
but would give the localities a greater share of 
the proceeds from the taxes now levied by the 
central government. A third would involve 
block grants to the localities or the creation 
of a national fund to be distributed among 
the local authorities. 

The report of Kjeld Philip is a workman- 
like description and analysis—as all staff re- 
search reports should be! Following a brief 
description of the system of local government 
in the several countries and the development 
and current status of centralization, the re- 
port proceeds to an examination of the grant- 
in-aid system for the general functions of local 
government and for certain special programs, 
such as schools, roads, hospitals, and old-age 
assistance. Not only are the types of grants-'n- 
aid described and their results analyzed, but 
an informative discussion (pp. 11-14) is de- 
voted to the motives which have impelled the 
establishment of each system. 

One of the most important motives Philip 
discovered was that of equalization, a problem 
which has plagued American states for a good 
many years. The purpose of equalization is to 
establish in the grant-in-aid formula factors 
which will take into account effort and abil- 
ity, as well as need, in apportioning funds 
from a higher to a lower level of government. 
Of possible use to American state tax study 
commissions which are dealing with equaliza- 
tion is the experience of Sweden which has 
made a beginning in the distribution of 
grants-in-aid to localities based on the level of 
wealth of a particular community as meas 
ured by the income per citizen. The basis for 
this proposal is that local taxation for the sup 
port of certain programs jointly financed 
should be felt equally in all communities, 
poor or rich. A necessary factor in this grant- 


in-aid system is the establishment of a unit of 
calculated cost. Thus, in Sweden, a single unit 
cost for a school lunch is set for the entire 
country. If the local government pays more 
than the unit cost the excess cost comes out of 
its own funds. If the calculated cost is placed 
at the proper level, this policy serves as a 
strong inducement to the local unit to use effi- 
cient methods. 

An especially useful section of the report is 
devoted to the block grant system in use in 
England and Wales, which was established as 
a result of the “derating” feature of the Local 
Government Act of 1929. As a result of derat- 
ing, which reduced sharply the revenue of lo- 
cal government units from the tax on rents or 
rental values, the single source of locally 
raised tax revenue, it was provided that the 
localities should be reimbursed by block 
grants out of the national treasury. The for- 
mula employed had equalization as one of its 
principal features. Philip concludes that this 
plan, in terms of securing the desired equali- 
zation, is “one of the most original, one of the 
most comprehensive, and particularly, one of 
the most successful undertakings of this 
ONES 6 44 

There is much in both these reports which 
makes familiar reading to students and prac- 
titioners of local government on this side of 
the Atlantic. The philosophical justification 
for a considerable degree of local self-govern- 
ment is a permanent feature of the literature 
in this country. The financial straits in which 
European communities find themselves, a con- 
dition which the late war vastly accelerated 
but did not create, could be duplicated by any 
reader out of the latest copy of his daily 
newspaper. On the other hand, there is the 
search for different systems of central govern- 
ment grants-in-aid which will make the local 
community something more than the recipi- 
ent of a handout without reference to its ac- 
tivities on its own behalf. Far more dissatis- 
faction with the “matching” type of grant-in- 
aid appears to be voiced there than in this 
country. By and large, much more effort is 
being centered on finding methods of stim- 
ulating localities to bring into play their own 
initiative in the conduct of the jointly financed 
programs. 
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F ONE may return briefly to these shores, he 
| might complain that we do not yet have 
the basis for the establishment of an intergov- 
ernmental fiscal plan. As State-Local Relations 
made clear, if it needed to be made clear, the 
legal mold in| which the pattern of federal- 
state-local relationships has traditionally been 
cast in this country has long since been bro- 
ken. In this connection, some welcome advice 
comes from William Anderson in his com- 
ments on the proposal to establish a commis- 
sion on intergovernmental relations. Professor 
Anderson expresses the hope that 


... the Commission will realize that the fiscal 
problem, urgent as it is, is only one phase of a 
complex group of inter-related problems. The need 
for better arrangement of financial resources, both 
taxes and grants-in-aid, might well be the main 
theme of the practical recommendations that are 
to follow from the study, but those needs can be 
met most wisely only after a much wider study of 
the functional, administrative, political, and essen- 
tially human relations that are involved.’ 


In a companion statement, Luther Gulick 
goes to the core of the problem: 


The Government cf the American people is a 
Federal system in truth, a system made up of Na- 
tional, State, and local agencies which have, and 
must continue to possess, a real freedom to act 
especially in the realm of finance. With such free- 
dom, conflict and competition cannot be prevented 
by constitutional fiat or by any overriding adminis- 
trative control, because such control is inescapably 
and inherently incompatible with the principle of 
freedom within a Federal system. Therefore there 
are but two roads to tax and budget coordination: 
forbearance, based on knowledge and good will; 
and mutual agreement, based on compromise and 
accommodation. While such forbearance and agree- 
ment can arise spontaneously, it is hard to conceive 


*Ibid., p. 119. 


that there can be for them a solid foundation ex- 
cept as we create a permanent intergovernmental 
agency designed to lay the foundations of mutual 
understanding and agreed action, and which will 
be consulted by the Congress and by the State legis- 
lature, by the President and by the governors be- 
fore action is taken on taxes and other intergov- 
ernmental payments. It is this line of reasoning 
which has persuaded me that we must create a 
Federal-State-local Commission on _ Intergovern- 
mental Relations as a permanent addition to the 
American system of government.‘ 


To these comments may be added a single 
observation. Is it possible to establish a more 
desirable system of federal-state-local fiscal re- 
lationships without at the same time reach- 
ing some preliminary conclusions as to the al- 
location of responsibility for particular func- 
tions among one or more of these levels? At 
the present time, as everyone knows, the allo- 
cation of functions is done singly and with 
reference to particular conditions which seem 
to demand immediate action at the time. It 
is true that we have plans for individual pro- 
grams. But this is one case where adding up 
the individual items does not produce the to- 
tal. It is unlikely that we shall be able to ap- 
proach a workable intergovernmental fiscal 
plan for revenues and expenditures until we 
have not only staked out the basic pattern of 
functional allocation but have also made pro- 
vision for the flexibility that must be present 
if the necessary realignments and adjustments 
in individual programs caused by changing 
conditions are to be made. If we are to have 
a permanent federal agency to deal with inter- 
governmental relations, it cannot proceed far 
without coming to grips with the division of 
work among the three levels of government, as 
seems to be clear to some of the drafters of 
proposed national legislation. 


*Ibid., p. 185. 
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Press, 1949. Pp. viii, 274. $3.75. 


I 

NE day in the early fall of 1933 the mem- 
bers of the newly organized Tennessee 
Valley Authority called on the senior author 
of this review in his office at the Department 
of Agriculture. There ensued a conversation 
concerning the nature of the Authority they 
were called on to manage. As a matter of fact 
they came to ask a series of questions that 
could not be answered. They began by asking 
—A. E. Morgan, being the chairman, actually 
did the talking—whether, in the opinion of 
one who might possibly know the President's 
views, they were supposed to be a government, 
a planning and coordinating agency, or a pub- 
lic corporation devoted to certain specific 
tasks. They were, it soon became clear, inquir- 
ing in this way because they had not been able 
to get any answers from President Roosevelt 
and because they thought someone else might 
tell them what was in his mind. They had 
got no enlightenment from him, perhaps be- 
cause he had not taken the trouble to think 
out the implications of a valley authority or 
perhaps because he thought that if he started 
the thing and gave it institutional shape he 
could find people who would fight for it and 
bring it to life. And perhaps he felt that this 
was all that could ever be done and that pre- 
vious definition might easily be too clear and 
specific. There might, if everything was laid 

out too plainly, be some backtracking to do. 
That this was a difficult situation for the 
three commissioners was easy to see, but one 
could neither tell them that they were the 
victims of an ill-considered idea nor that they 
might be the expendable personalities in a 
presidential experiment. So they got no satis- 
faction out of their visit. The Assistant Secre- 
tary of Agriculture probably expressed some 
thoughts of his own, and if he did it is to be 
hoped that he labeled them carefully as such, 
because in such cases as these no one at all 


was allowed to know what was going on in the 
President's mind. If you took one of these jobs, 
you went out and did what you could to es- 
tablish an institution in whose purpose you 
presumably believed. If you got into trouble 
with vested interests, ran counter to the pur- 
poses of other, competing institutions, or 
threatened someone else’s privileges or pres- 
tige, it was your battle and you were expected 
to fight it. If you ran to the President with 
your troubles he was affable and even, some- 
times, vaguely encouraging, but he never said 
a public word in support. If the thing was 
creditable he, along with you, profited; but 
if it was not, the penalties were all your own. 

If this made you indignant, and it prac- 
tically always did, there was nothing you could 
do and, when you thought it over, nothing of 
any use that you could say. The President was 
not a person; he was an institution. When he 
took political chances, he jeopardized not him- 
self but the whole New Deal. And the New 
Deal could not afford to be responsible for 
practitioners who threatened its life—that is, 
who might lose it votes. Principles or per- 
sons were never important enough to stake 
election success or failure on. And judgment 
as to whether votes were actually involved 
was one which the President made in the re- 
cesses of his own considering apparatus which 
no one ever penetrated.! 

The result of this was a long list of casual- 
ties—institutions begun and then abolished 
or transformed, people appointed and started 


*Perhaps the shrewdest observer, and certainly the 
most articulate one, who haunted the White House for 
an extended period during President Roosevelt's time 
was Robert E. Sherwood. His Roosevelt and Hopkins 
reduces all the other published commentaries to a level 
which may variously be described as superficial, ama- 
teurish, sentimental, or self-interested, but hardly de- 
serve to be regarded as serious analyses of a man 
wielding the great power of presidential office. It is of 
enormous interest that twice in his book Mr. Sherwood 
refers to President Roosevelt as an “artful dodger”— 
meaning that he consistently maneuvered so that he 
escaped commitment to politically doubtful positions 
even when they involved such matters as loyalty and 
consistency; and, of course, there were plenty to say 
that morality and integrity were sacrificed in this in- 
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on certain jobs, then abandoned to the enemies 
they had made. Mostly, being aware of their 
expendability when they thought it over, they 
resigned and disappeared from the Washing- 
ton scene. Often they were gently eased into 
“foreign missions” or some other innocuous 
and distant posts. 

There was no way of knowing it then, but 
these three callers were very diverse personali- 
ties. A. E. Morgan would prove to be one of 
the few embarrassing cases in which a man had 
to be turned out because he had got into 
trouble (by carrying out what he believed to 
be his duty or perhaps, even, his orders) and 
refused to get out in seemly silence. One of the 
others, in his different way would be exactly 
as loyal, but would be far more successful in 
adjusting to the situation as trouble blew up. 
The third would be the gentle but implacable 
representative of the trouble, who would never 
recognize any of the President's broad hints 
that an institutional novelty was being in- 
vented; who would, in fact, shape it toward 
accommodation of the forces and interests al- 
ready present in the situation in such a way 
as gradually to render it harmless to them. 


II 

HE visitors did not get what they came for, 
Tout they did get the ventured suggestion 
that the Authority might well approximate a 
new kind of government. As an historical mat- 
ter it was not hard to see that the states had 
declined in importance as responsibilities had 
gravitated to Washington. This was because 
of the general increase in the scale of all kinds 
of administrative operations and the contrac- 
tion of time and space. It was time, so it 
seemed to one who may have been somewhat 
innocent, that more logical administrative 
areas (but still short of the clumsiness of be- 
ing nationwide) should be brought into being. 
There had, in the TVA legislation, been an ob- 
vious avoidance of the problems certain to arise 
in this respect. Some of them were mentioned 
by the newly appointed commissioners that 
afternoon. There were state departments of ag- 





terest with equal lightness. But Mr. Sherwood under- 
stood, as not everyone did, that some extraordinary 
stretching of ordinary criteria were allowable to one 
who, whatever else he did, struggled valiantly and per- 
sistently for his conception of the national interest. 


riculture and forestry, for instance; even at the 
beginning it could be seen that these organ- 
izations were going to provide formidable 
opposition. For they were closely related to a 
whole series of institutions which were vigor- 
ous because they were supported with federal 
funds—the land-grant colleges of agriculture, 
for instance, which included the state experi- 
ment stations and the agricultural extension 
services. And these rested on one of the strang- 
est institutions in the whole administrative 
complex, the American Farm Bureau Federa- 
tion, which was partly private and partly pub- 
lic. Some of its funds and much of its prestige 
came indirectly from the expenditure of fed- 
eral funds through the state and county 
extension services, but it also had a paying 
membership which included many of the more 
prosperous farmers and a good many local busi- 
nessmen. Locally its activities were directed to- 
ward assisting the Extension Service in the 
improvement of farming practices, but both 
locally and nationally its activities were also 
directed toward shaping agricultural policy in 
the direction most pleasing to its large-farmer 
constituency and to their ally, big business. 
It was, in fact, among other things, a lobby 
partly supported by the government itself. 

This curious arrangement by which the gov- 
ernment subsidized pressure on itself had es- 
tablished such strong defenses that no public 
official dared to raise any question as to its 
propriety. He knew that if he did he would 
be punished. Mr. H. A. Wallace was being 
pushed around by the Farm Bureau in the 
early days of the New Deal and it is no wonder 
that Mr. Lilienthal sought to come to terms 
with so strong a force, especially since it was 
represented by a fellow commissioner with 
whom it was convenient to make common 
cause against the chairman who was not so 
pliant and who took more seriously the fine 
words of the enabling act. 

It might be argued that the outcome was 
inevitable—that, conceivably, is what Mr. Li- 
lienthal would say. But there was other excuse 
if any were needed. For the Farm Bureau 
represented local interests, the most powerful 
local interests in the agricultural field, and 
so it could be spoken of and perhaps thought 
of as a grass-roots organization. All Americans 
have a weakness for local autonomy and a dis- 
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position to regard any intrusion from outside 
with resentment; the TVA, operating with a 
national charter and with its sole excuse for 
being that there existed a national interest in 
the rehabilitation of the valley, was sensitive 
to public criticism of this sort. It expected to 
be charged with arbitrariness, with “carpet- 
bagging,” and with pushing people around. It 
was a purely defensive impulse which caused 
TVA to seek such allies as could be found in 
the area. But the Farm Bureau, also, was not 
merely local. It was decentralized and it had 
strong local views, but at the same time it was 
quite capable of registering disfavor in Wash- 
ington when it might do the most harm. It 
demanded that TVA shape its policies to local 
preference and TVA did just that. 


III 

R. SELZNICK shows very effectively how 
M damaging this was to the national in- 
terests which TVA should have pursued—how, 
ior example, the TVA was led to break off 
relations with the only agency (the Farm Se- 
curity Administration) which was devoted to 
the cause of the poorer farmers and the ten- 
ants in whom the Farm Bureau had no inter- 
est; how it happened that the TVA found no 
place in the fertilizer program for Negro ag- 
ricultural colleges and no opportunity to in- 
crease the number of Negroes on the staff of 
the extension program; how it came to oppose 
the entry of the Soil Conservation Service into 
the valley; how it was brought to abandon the 
early program for public ownership and con- 
trol of submarginal land; how it was led finally 
to reverse its policy so that it did not even ac- 
quire a protective strip around its reservoirs; 
how it came to oppose and to seek to discredit 
the national wildlife conservation policy; how 
it came to jettison its early policy of educa- 
tional and other assistance for cooperatives; 
in short, how (although Mr. Selznick comes 
to no such sweeping conclusion as this) it was 
led to trade away the birthright given to it by 
the President and the Congress. 

If it were true that local interests are always 
right, this would not be an unfortunate con 
clusion. But here is surely a clear instance of 
shortsightedness, of wrongheadedness, and of 
putting local interests far, far ahead of na 
tional ones. As it turned out it is pretty easy 


to see that while democracy, as represented by 
the demands of local interests, had its way, de- 
mocracy by a wider definition retreated until 
it became invisible before the pressures of 
vested interests. TVA is more an example of 
democracy in retreat than democracy on the 
march. 

That there was not the expected *national 
advantage from TVA did not escape notice, 
although liberals were always more or less con- 
fused about the main issue and afraid to ques- 
tion any development of policy for fear of as- 
sisting the private power companies. For what 
was traded for democracy in the valley was 
support of a sort for the power program. This 
was an important objective and, if the trade 
was really necessary, perhaps worth the sacri- 
fice. This might have been a reason for aban- 
doning the rest of the program. And no one can 
prove that the necessity did not exist and that 
personal ambitions, organizational defensive- 
ness, and sheer muddle-headed thinking were 
much more really the reasons for retreat. 

These have often been suggested as the de- 
feating forces. Yet one should put very high in 
the list of reasons the lack of support by the 
President for the policies represented by A. E. 
Morgan. That these policies were the very 
ones which led the President to initiate the 
“experiment” the senior author of this review 
can himself testify. It is true that Mr. Roose- 
velt had: an old interest in public power, but 
this was only part of a broad conservation con- 
cept which ran beyond local or state powers 
and reached out toward the conservation of 
people as well as water, soil, forests, and grass. 
Why a regional organization? Because, ob- 
viously, he thought the states incompetent to 
reach the necessary objectives. Why an author- 
ity? Because, obviously, he conceived that there 
must be power to discipline exploiters, to chan- 
nel national forces into one rehabilitation 
program, to visualize all the resources of the 
area and shape them into one organic, func- 
tioning whole. 

It was merely being logical, even if offhand, 
to say to the visiting commissioners that it 
seemed as if TVA must approximate a gov- 
ernment and perhaps in important matters 
supersede the states. Such a conclusion was 
obviously deducible from the title of the or- 
ganization even if the brave words of the Pres- 
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ident’s message and of the act itself were not 
recalled. 

And it was not a mistake to think that the 
states were obsolete and ought to be super- 
seded by regions; the mistake was in thinking 
that it would be the policy of President Roo- 
sevelt to enhance the federal power (of which 
he was talking a good deal in those days of 
crisis) at the expense of that of the states. He 
seemed to conclude finally that both powers 
could be enhanced at the same time. But no 
ore could have concluded that from the NRA 
or the AAA. These were national organiza- 
tions to meet national needs and they com- 
pletely ignored the states. The evidence that 
he still clung to the Brandeis-Frankfurter view 
was not supplied until there occurred the in- 
tra-administration struggle within the Com- 
mittee on Social Security. In this struggle 
Harry Hopkins and the writer put up what 
seemed to them to be a sound argument 
against decentralization to the states. Miss Per- 
kins’ advisers were determined to use the so- 
cial security system to bolster up the states. 
This appeared to be so costly an undertaking 
that it might jeopardize the system and, any- 
way, it would artificially interrupt the natural 
desuetude of the states. On an historic occa- 
sion Mr. Hopkins and the writer asked the 
President if it was wrong to go on objecting. 
The answer was not clear; but it was plain 
that the objections were not going to win his 
support. The objectors then withdrew from 
the committee and from then on neither had 
any contact with the formulation of the re- 
port, the shaping of the law, or its subsequent 
administration. Both regarded it as perhaps 
their worst defeat. 

But the passage of the Social Security Act 
also can be seen to have helped in the defeat 
of A. E. Morgan and what he stood for even 
though this was strictly the original intention 
behind the Authority. The passage of the act 
made Mr. Morgan’s position untenable and 
strengthened that of Mr. Lilienthal and Mr. 
H. A. Morgan. From 1936 on the TVA should 
have been called the Tennessee Valley Power 
Production and Flood Control Corporation. 
That is what is became as a result of Mr. Lil- 
ienthal’s opposition-conscious policies and Mr. 
H. A. Morgan’s responsiveness to the local in- 
terests and the state agricultural hierarchy. It 


remains that today despite the vast quantities 
of fertilizer it has caused to be distributed and 
the notable amount of reforestation it has 
brought about. TVA has perhaps done what 
Congress expected of it, but it is unfortunate 
that people insist on believing that it is what 
President Roosevelt said long ago it was going 
to be. Such conceptions die hard.? 

We think it can be said, so far as anything 
of the sort can be said, that the series of deci- 
sions which changed the fundamental charac- 
ter of the Authority to accord with the desires 
of the local agricultural group ran not only 
against the interest but also against the ex- 
pressed wishes of the American people. It is 
therefore an expression of the weakness of our 
ways of making democracy effective. This 
book by Mr. Selznick is valuable not because 
it exposes the weaknesses of the individuals 
involved but because it analyzes the process 
by which decisions can be made which reverse 
the original intentions and that without pen- 
alty. 

IV 


M* SELZNICK has a name for the process by 
which the power to decide comes to be 
shared with outsiders, even hostile ones. He 
calls it “cooptation.” The grass-roots approach, 
he says, is really a “protective ideology” which 
serves the purpose of concealing cooptation— 
“the process of absorbing new elements into 
the leadership or policy-determining structure 
of an organization as a means of averting 
threats to its stability or existence.” (p. 13) 
There are two forms of the grass-roots ap- 
*“It is clear,” President Roosevelt said in his message 
requesting the legislation, “that the Muscles Shoals de- 
velopment is but a small part of the potential public 
usefulness of the entire Tennessee River. Such use, if 
envisioned in its entirety, transcends mere power de- 
velopment; it enters the wide fields of flood control, 
soil erosion, afforestation, elimination from agricultural 
use of marginal lands, and distribution and diversifica- 
tion of industry. In short, this power development of 
war days leads logically to national planning for a com- 
plete river watershed involving many States and the fu- 
ture lives and welfare of millions. . . .”. He went on to 
speak of “legislation to create a Tennessee Valley Au- 
thority, a corporation clothed with the power of Gov- 
ernment but possessed of the flexibility and initiative 
of a private enterprise... .” (The Public Papers and 
Addresses of Franklin D. Roosevelt, Il, 122.) When he 
spoke of the authority as being “clothed with the power 
of Government,” he meant the federal government, not 
that of the states. No other interpretation is possible. 
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proach which may be distinguished as two 
types of cooptation, Mr. Selznick says. One is 
the policy of channeling the agency program 
through the existing institutions of an area 
in such a way as to strengthen those institu- 
tions; this policy is often advertised as being 
for the purpose of fully utilizing local insti- 
tutions and of “achieving a democratic part- 
nership with the people’s institutions.” This 
is called informal cooptation; it occurs as “a 
realistic adjustment to those centers of insti- 
tutional strength which are in a position to 
strike organized blows and thus reinforce con- 
crete demands” and it tends to be informal 
because’ “the actual center of authority and 
decision. may be shifted or made more inclu- 
sive, with or without any public recognition 
of the change.” (p. 259) The other form of 
the grass-roots approach is the policy of en- 
couraging citizen participation in the appli- 
cation of a general policy to varying local con- 
ditions. This is formal cooptation; it arises 
because the agency lacks a sense of belonging 
(of “historical legitimacy”) or because it is 
unable to mobilize the community for action. 
For these reasons the agency needs to secure 
an aura of respectability from the coopted ele- 
ments; to do this it need not actually share 
power with them, but the formal, public char- 
acter of this kind of cooptation is necessary to 
the end in view. 

It is with informal cooptation—the sharing 
of power by the TVA board with the land- 
grant colleges and, through them, with the 
American Farm Bureau—that the book is 
chiefly concerned. This, of course, was the area 
of decisive significance in the history of TVA. 
It was its association with these organizations 
(it would be more accurate to speak of them 
as grass-tops than grass-roots organizations) 
that prevented TVA from carrying out its 
mandate. 

The importance of the other kind of coop- 
tation (examples of formally coopted organi- 
zations are the fertilizer associations and the 
rural electrification cooperatives) lies not in 
its effect on policy, for here no power is 
shared, but rather in the claim that demo 
cratic values inhere in the practice of draw- 
ing the ordinary citizen into the process of 
administration. Mr. Selznick shows clearly 
enough that in the case of TVA this claim 


rests on an ideological basis and he subjects 
it to analysis by making a distinction between 
“substantive participation” (which involves 
an actual role in the determination of policy) 
and “mere administrative involvement.” “A 
critical analysis,” he rightly points out, “can- 
not overlook that pattern which simply trans- 
forms an unorganized citizenry into a reliable 
instrument for the achievement of adminis- 
trative goals, and calls it ‘democracy.’” (p. 
220) He notes that there is a tendency for 
participation to degenerate into simple in- 
volvement; this tendency exists because of the 
very nature of the administrative process—in 
practice it is necessary for the organization to 
maintain unity of command and therefore the 
local association or committee which has been 
coopted cannot really be given more than a 
nominal sphere of decision. In the final. analy- 
sis, the local folks cannot do much more than 
provide “front” for the agency. 

The implications of all this for democratic 
planning, Mr. Selznick concludes, are that 
ideologies must be seen in the context of the 
needs they serve (e.g. the grass-roots ideology 
arises from the need to gain power by sharing 
it and the need to secure respectability); it is 
necessary to place a proper valuation on the 
power of local institutions and people (to be 
forewarned of them is to be forearmed, but 
“it is naive to suppose there is anything in- 
herently bad in the situation wherein private 
organizations paralleling but independent of 
a governmental administrative structure have 
a decisive influence on its social policy”); and, 
finally, “the tendency of democratic partici- 
pation to break down into administrative in- 
volvement requires continuous attention.” 
(pp. 264-65) 

Vv 


T TVA is not the only agency to use the 
grass-roots approach. Indeed, “grass-roots” 
has become so popular an expression that it is 
applied in the most incongruous contexts—no 
one would be surprised if the Interstate Com- 
merce Commission were to refer to railroad 
presidents as “grass-roots.” But it is in the 
agencies dealing with agricultural and rural 
life that the grass-roots approach has been car- 
ried furthest. In 1939, for example, there were 
no fewer than 892,855, citizens involved in the 
administration of the agricultural programs. 
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Mr. Selznick mentions the County Land Use 
Planning Program as an example of formal 
cooptation; its purpose, he points out, was not 
merely to afford an opportunity for demo- 
cratic participation in policy-making—it was 
also to serve an administrative need. This is 
true, of course, but a further significance can 
be attached to the land use planning commit- 
tees. It was in 1936 and 1937, it will be re- 
membered, that the farm organizations made 
it perfectly plain that they would not tolerate 
a farm program calling for basic adjustments. 
From late in 1933, the program planning di- 
vision of the AAA, an organization of profes- 
sional planners under Mr. Howard Tolley, 
had been engaged in designing a long-term 
plan for agriculture. This work was scrapped 
when it became apparent that the farm or- 
ganizations would not permit any thorough- 
going plans to be put into effect. Now that it 
was useless to plan, the department set up a 
grass-roots planning organization; planning, 
which for the program planning division had 
meant finding a long-term solution to the farm 
problem, was now defined as “a dynamic proc- 
ess of synthesizing the views of a great number 
of people including farmers, specialists, ad- 
ministrators, and even agencies. It must al- 
ways be a completely cooperative, democratic 
process.” The department, by making a big 
stir about grass-roots planning and by adver- 
tising the local committees as “a noble experi- 
ment in democracy,”* concealed the fact that 
it had yielded up to the farm organizations its 
power to do any planning whatever. In this 
case, as in that of TVA, the grass-roots ap- 
proach was a “protective ideology.” 

The experience of the Soil Conservation 
Service with the grass-roots approach is also 
instructive. SCS is committed to work only 
through local soil conservation districts, which 
are legal subdivisions of the states and are of- 
ficered by landowners (two members of a dis- 
trict’s board of supervisors are appointed by 
the state soil conservation committee and 
three are elected by the farmers of the district). 


*M. S. Eisenhower, “Who Should Be Responsible in 
the Development of an Agricultural Planning Pro- 
gram?”, 52 Proceedings of the Annual Convention of 
the Association of Land-Grant Colleges and Universi- 
ties 120 (1939). 

*H. A. Wallace, quoted by H. R. Tolley in The 
Farmer Citizen at War (Macmillan, 1943), p. 175. 


SCS publicity lays heavy stress on the inde- 
pendence of the districts from the federal gov- 
ernment and on the fact that they provide a 
mechanism for democratic self-regulation. As 
a matter of fact, it is well known that the dis- 
tricts are in most matters the creatures of SCS 
(the district programs and reports, for exam- 
ple, are commonly prepared by SCS techni- 
cians and printed by the government although 
in the name of the farmer “supervisors”’), but 
that where restraint rather than assistance is 
likely to be involved they are entirely unre- 
sponsive. The truth is that the members of 
these grass-roots districts do not choose to reg- 
ulate themselves even though the public in- 
terest may require that they should. Nowhere 
in the United States—not even in what will 
soon again be called the Dust Bowl—are any 
land use regulations in effect. Devotion to the 
grass-roots approach has had the effect of keep- 
ing SCS altogether out of the many localities 
where the farmers have not chosen to organ- 
ize districts; where districts are organized they 
have provided the farmers a weapon with 
which to fight any serious attempt that may be 
made at regulation. 

Mr. Selznick points out that the grass-roots 
approach led TVA to oppose the entry of SCS 
into the valley and to take an unfriendly at- 
titude toward FSA, the agency chiefly con- 
cerned with low-income farmers. It is of in- 
terest that the devotion of SCS to the grass- 
roots approach has had similar consequences: 
because of its commitment to channel all re- 
sources through the local districts, SCS has 
failed to live up to an agreement with FSA 
by which it was to make conservation plans 
for all tenant borrowers under the Bankhead- 
Jones Farm Tenant Act. The districts, it is 
necessary to add, are well enough organized 
to maintain a professional lobbyist in Wash- 
ington. 

When an agency shares its policy function 
with some private organization it expects to 
get something—usually legislative support—in 
return. This quid pro quo is provided almost 
in so many words in a memorandum between 
TVA and the Tennessee Extension Service 
which Mr. Selznick quotes. (p. 142) The mem- 
orandum refers to the ‘“‘advice, assistance and 
cooperation” of the Tennessee Farm Bureau 
Federation and continues: “The Tennessee 
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Farm Bureau Federation shall interpret for 
the national organization of the American 
Farm Bureau Federation, and through it to 
the National Council of Farm Organizations 
the aims and objectives . . .” of TVA. A strik- 
ing parallel is to be found in the Research and 
Marketing Act of 1946, which provides for an 
advisory committee a majority of whose mem- 
bers are to be “representatives of producers or 
their organizations” and which is to “assist in 
obtaining the cooperation of producers, farm 
organizations, industry groups and Federal 
and State agencies. . . .”> Here is an instance 
of an agency's power being traded to private 
groups at the behest of Congress itself.® It is, 
of course, not surprising to find the adminis- 
trator of the act explaining that “these com- 
mittees are designed to get the ‘grass-roots’ 
recommendations on the problems to be stud- 
Sa aad 

Not only has cooptation been formally in- 
stitutionalized by Congress; there is strong 
pressure toward making it the ruling princi- 
ple of agricultural administration. In 1940 the 
American Farm Bureau Federation proposed 
replacing the Secretary of Agriculture with a 
“non-partisan” board and channeling all ac- 
tion programs through the land-grant colleges; 
the Farm Bureau has since attempted to put 
its program into effect a bite at a time—first 
by dividing the FSA between the Farm Credit 
Administration and the Extension Service, 
then by turning SCS over to the colleges, and 
so on. The colleges have put forward a more 
modest but somewhat similar plan. “One of 
the most urgent needs of agriculture,” accord- 
ing to a widely circulated report of the Asso- 
ciation of Land-Grant Colleges, “is a means 
of assuring that the programs and _ policies 


* Public Law 733, 79th Cong., 2d sess., sec. $01. 

* That power actually is shared may be seen from the 
fact that more than go per cent of the 1948 appropria- 
tions under the act were allocated according to the 
committee’s recommendations. House Hearings on the 
Agriculture Department Appropriations Bill, 1949, p. 
526. For a further treatment of the administration of 
the act, see E. C. Banfield, “Planning under the Re 
search and Marketing Act of 1946; A Study in the So- 
ciology of Knowledge,” 31 Journal of Farm Economics 
48-75 (February 1949). 

* House Hearings on Agriculture Department Appro- 
priations Bill, 1950, Part 1, p. 161. The reference here 
is actually to the “commodity” committees, but the dis- 
tinction is of no importance in this context 


adopted actually are those which reflect the 
needs and wishes of local people. . . . What 
is required is a mechanism whereby farm peo- 
ple can state their needs.”* The mechanism 
which the colleges recommend turns out to be 
a system of national and state policy commit- 
tees to be composed of land-grant college ofh- 
cials and farm organization representatives 
who would share the department's policy-mak- 
ing function. Policy committee recommenda- 
tions, the report suggests, should be subject 
to review and application by local county 
commiuttees. 

A good share of this Farm Bureau—Exten- 
sion Service program for wholesale cooptation 
is to be found in the reports of the Hoover 
Commission and its task force on agricultural 
activities. According to these proposals, FHA 
(formerly FSA) would be put into an agri- 
cultural credit service; the Extension Service 
would administer the soil conservation pro- 
gram, and a system of state and county advi- 
sory councils would be created. Here again, as 
in all of the other instances noted, the grass- 
roots approach would have the effect of 
strengthening the organizations which are de- 
voted to the larger, more prosperous farmers. 
The Hoover Commission and its task force, 
be it noted, said nothing of the affiliation of 
the Extension Service with the Farm Bureau. 
Indeed the chairman of the task force, Dean 
H. P. Rusk of the Illinois State College of 
Agriculture, was the only member of a recent 
committee of land-grant college and depart- 
ment representatives to dissent from the con- 
clusion that this affiliation is not sound public 
administration.® 


VI 


F we really want to make administration 
| fies democratic, we ought to regard the 
grass-roots approach with suspicion; we ought 
—as Mr. Selznick suggests—to see ideologies in 
the context of the needs they serve. Beyond 


* Association of Land-Grant Colleges and Universi- 
ties, Committee on Postwar Agricultural Policy, Post- 
war Agricultural Policy, Oct. 25, 1944, P. 59- 

* This is pointed out by Lauren Soth of the Des 
Moines Register and Tribune in his article, “Mr. 
Hoover's Department of Agriculture,” 31 Journal of 
Farm Economics (May, 1949). Mr. Soth remarks that 
“if the Hoover Commission proposals are carried out 
the under-privileged in agriculture will be left by the 
wayside even more than they have been in the past.” 
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this, on the positive side, we ought to make 
sure that our views are congruent with reality; 
we ought to see the social structure in which 
administration is carried on as it actually is, 
not as we wish it were. 

If we look at the structure of American ag- 
riculture, we must see that grass-roots deci- 
sions are not likely to be democratic, i.e. to 
result from the participation of all concerned. 
To think of farmers as equal sons of toil is 
absurd. The class and caste differences which 
exist within most farming communities are 
very marked. In the South grass-roots democ- 
racy can only mean the exercise of the powers 
of government by the white planters;?° else- 
where it must mean control by and for the 
prosperous farmers who have hired men to do 
their work while they go to committee meet- 
ings.11 The plain fact is that if most farm 
communities are to have democratic adminis- 
tration they will have to import it from Wash- 
ington. 

Even if these inequalities did not exist the 
making of public policy could not properly be 
done by special interests. To leave it to the 
farmers to make national agricultural policy 


* The experience of the land use planning commit- 
tees is illustrative of what all grass-roots planning must 
be in the rural South. John D. Lewis has reported, 

. in Lee County, Ala., 65 per cent of the farmers 
are Negroes, 72 per cent are tenants, 53 per cent of the 
tenants are sharecroppers. There are, of course, no 
Negroes on the county committee; there are no crop- 
pers; there are ‘a few’ tenants. Seventy-five per cent of 
the land leases are merely verbal agreements, usually 
for one year. The committee’s report contains very little 
on tenancy problems and no recommendations concern- 
ing leases. . . .” “Democratic Planning in Agriculture”, 
35 The American Political Science Review 249 fn. 
(April, 1941). 

™ James West in Plainville, USA (Columbia Univer- 
sity Press, 1945), p. 217, motes what many others have 
observed elsewhere: “A second criticism is that the 
main agency of reform, namely, the AAA office, does 
not reach very far down into the community. County 
agents are instructed to propagandize through out- 
standing local ‘leaders’, not through the ‘poorer’ or 
more ‘backward’ farmers who need instruction most, 
and whose children more than any other children need 
the fruits of such instruction. Those who instruct and 
direct county agents apparently do not know that poor 
and backward farmers also have ‘leaders’. . . . As a re- 
sult, the poorest farmers . .. do not cooperate with 
the AAA office at all. . . . Most lower-class men and 
women would feel uncomfortable in the presence of 
their ‘betters’ who attend AAA meetings and form 
Home Economics clubs.” 


is to ignore the fact that city people are no 
less vitally concerned and that only govern- 
ment can represent the interests of all. Indeed, 
“grass-roots planning” is a contradiction in 
terms, for planning can take place only from 
a perspective which includes the whole social 
organism. The Association of Land-Grant 
Colleges is quite wrong in assuming that what 
is needed is a mechanism for “assuring that 
the programs and policies ... reflect the 
needs and wishes of local people”; on the con- 
trary, what is needed is a mechanism to as- 
sert the interest of the whole people against 
the local interest and to coerce the local in- 
terest when necessary. 

The way to get democratic administration 
is to begin by organizing a central govern- 
ment strong enough to eliminate those condi- 
tions which make much of our national life 
grossly undemocratic. In the case of agricul- 
ture, for example, we need a government 
strong enough to secure the movement of un- 
deremployed farm folks into more productive 
employment; this would do more than any- 
thing else to erase class and caste lines and 
make local democracy possible. But this is 
something that can be done only by a strong 
government; it cannot be done by local asso- 
ciations composed of the very people whose 
vested interest must be relinquished. As Mr. 
Paul Appleby has said, “Nothing can be de- 
centralized properly which has not first been 
centralized.”!2 

A stronger government will require stronger 
administrators, for if the dynamic of the situ- 
ation in which they work is understood the 
infinite variables of personality become no 
less important.!* In these days of expansion 


® Big Democracy (Alfred A. Knopf, 1945), p. 104. Mr. 
Appleby also says (p. 38): “Government must be big 
enough and powerful enough to be definitely superior 
to any and all special-interest groups. By the same 
token, governmental power should be exercised only 
by government-minded persons, by persons sensitive to 
the public interest and to public opinion and publicly 
responsible for their official acts.” 

* On this point another recent book sheds light. The 
author, in this case Morton Grodzins, is quite as well 
aware as Mr. Selznick both of the difficulties and the 
need for generalization. Mr. Grodzins says this: “The 
objectives of large organizations may be shaped and, 
indeed, thwarted by subtle and diverse forces that op- 
erate within those organizations. Policy decisions are 
made by men, and men inevitably, if not consciously, 
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and growing complexity one of the most tor- 
menting problems of the President is to find 
men of courage, dedication, and administra- 
tive capacity. But he cannot stop with find- 
ing them; he must struggle with Congress to 
see that they are equipped with adequate pow- 
ers and he must give them steady and reliable 
encouragement; it is by his capacity in selec- 
tion and his steadfastness in support that a 
President must more and more be judged 
these days. 

We may conclude that the grass-roots ap- 
proach serves a very useful purpose for those 
people who are content with things as they 
are and for bureaucrats who must come to 
terms with them. But this interpretation may 
possibly leave the impression that there is no 
way in which the ordinary citizen can partici- 
pate in the decision-making process or even 
that his participation is not desirable. This is 
not at all the conclusion intended; the ques- 
tion is not whether there should be citizen 
participation, but what manner. it should 
take. 

The readiness of the liberals to identify the 
grass-roots approach with democracy on the 
march arises partly from their too-human wish 
to believe that the problems of today are as 
simple as were those of yesterday, but partly 
—and much more significantly—from their rec- 
ognition that our society is fundamentally dif- 
ferent from any that has gone before it, that 





filter program objectives through their own values, 
their own aggressions, their own struggles for status 
and prestige. Personal desires, interpersonal animosi 
ties, the self-conception of one’s role and its impor- 
tance, the expectations of others—all these factors af 
fect an organization's objectives and the process of deci- 
sion. This is as true for government as it is for other 
institutions.” Americans Betrayed (University of Chi 
cago Press, 1949), p. viii. 


it is more and more coming to consist of 
anonymous individuals—a mass, and that the 
survival of democracy depends upon our find- 
ing ways of differentiating the mass into pub- 
lics which are capable of exercising a stable 
and responsible control of government. The 
grass-roots approach is put forward as a tech- 
nique for differentiating the mass and secur- 
ing citizen participation but, as Mr. Selznick 
shows, it is really only a make-believe—a way 
of dealing with the mass rather than of trans- 
forming it into publics; indeed, the very ex- 
pression “grass-roots” carries the image of un- 
differentiated mass. 

The alternative to the grass-roots approach 
is not less participation by citizens; it is, on 
the contrary, more meaningful participation— 
participation not through kept committees or 
through organizations which themselves stand 
in the relation of manipulator to mass, but 
through the play of political pressure from a 
variety of publics upon a government which 
has power commensurate with its tasks. A pub- 
lic exists when people are confronted by an 
issue which causes them to engage in inter- 
action and to form an opinion; this is a proc- 
ess which can take place only when the stakes 
are real and the outcome is uncertain. The 
public, then, cannot become an appendage of 
the agency or it ceases to be a public; neither 
can a local public exist if there is no possi- 
bility that local opinion will make a differ- 
ence. The wider the issue, the wider must be 
the public that decides it; but to the extent 
that an issue is local, authority to deal with 
it must be decentralized so that local opinion 
may be brought to bear upon it. This is surely 
a most delicate and intricate operation in ad- 
ministration, but it is in this way that real 
and responsible publics will be brought into 
existence. 
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INTERNATIONAL 
Nations Plan Comparative Study 


The problem of participation in interna- 
tional organizations and particularly in the 
United Nations and its specialized agencies is 
a pressing one for every foreign office and na- 
tional capital in the world. One of the most 
comprehensive comparative research projects 
ever undertaken at the international level is 
directed to the question of how the member 
nations of these new international bodies or- 
ganize at the national level for their partici- 
pation in international administration. This 
‘ study has the joint sponsorship of the Interna- 
tional Institute of Administrative Sciences and 
of the United Nations Educational, Scientific, 
and Cultural Organization which is aiding 
the study financially. Twelve member nations 
of UNESCO have already agreed to partici- 
pate and furnish memoranda concerning their 
practices and problems. UNESCO plans to 
publish a comparative commentary and re- 
port. 

Walter Sharp of the College of the City 
of New York is the international rapporteur 
on this topic. The reports will be presented 
and discussed at the 1950 Congress of Admin- 
istrative Sciences which will be held under 
the auspices of the Institute. The American 
rapporteur is John Meck of Dartmouth Col- 
lege, assisted by Louis Koenig of Bard College. 


Administrative Organizations to Have Ob- 
server at ECOSOC 


Consultative status as nongovernmental or- 
ganizations has been tentatively granted by the 
Economic and Social Council of the United 
Nations to the International Union of Local 
Authorities, the International Institute of Ad- 
ministrative Sciences, and the International 
Federation for Housing and Town Planning. 
All three organizations have designated 


Charles S. Ascher to act as their representa- 
tive in New York and to serve as standing 
consultant for the Economic and Social Coun- 
cil when problems affecting nongovernmen- 
tal organizations are discussed. Mr. Ascher, 
now chairman of the Political Science De- 
partment of Brooklyn College, was recently 
assistant to the Director General of UNESCO 
in Paris and is a former president of this So- 
ciety. 


International Social Welfare Activities 

The Fifth International Conference of So- 
cial Work is to be held in Paris, 23-28 July 
1950. This conference is an international fo- 
rum for welfare, health, recreation, and re- 
lated services. It operates through national 
committeés in various countries. Its president 
is George Haynes of London. The inter- 
national headquarters is located with the Na- 
tional Conference of Social Work at 82 North 
High Street, Columbus 15, Ohio, where Joe 
Hoffer is secretary general of the interna- 
tional organization as well as general secre- 
tary of the National Conference. Fred K. 
Hoehler, a member of the Council of ASPA, 
is chairman of the United States Committee 
and vice president of the International Con- 
ference. Fifty-six countries were represented 
at the fourth international conference, held 
in 1948 in Atlantic City at the time of the 
meeting of the National Conference of Social 
Work. 

The United Nations Department of Social 
Affairs has recently issued a book on Jnterna- 
tional Exchange of Social Welfare Personnel, 
published by the Columbia University Press. 


Americans Participate in IIAS Round Tables 

Round tables participated in by delegates 
from fifteen countries were conducted by the 
International Institute of Administrative Sci- 
ences, 3-10 September 1949, in Lisbon, Portu- 
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gal. Among the topics discussed were central 
administration, international administration, 
education for public administration, and the 
problem of the “constitutional court.” The 
Institute’s Committee on Administrative Prac- 
tices held a special round table series. Brief 
papers on United States experience had been 
prepared for the round tables by John D. 
Millett of Columbia University on central ad- 
ministration, by George A. Graham of 
Princeton University on education for public 
administration, and by Robert A. Horn of 
the University of Chicago on the constitu- 
tional court. 

Among the Americans who were present at 
the Lisbon round tables were Donald C. 
Stone of ECA; Walter Sharp of the College 
of the City of New York, now at UNESCO, 
Paris; Alvin Roseman, U. S. representative to 
the United Nations Specialized Agencies, 
Geneva; Edward Litchfield, director, Civil Ad- 
ministration Division of OMGUS; Roberto de 
Jesus Toro, budget director of Puerto Rico; 
and William Hardy of ECA. 


ITAS Moves Headquarters 

The International Institute of Administra- 
tive Sciences is headquartered in Brussels, Bel- 
gium; M. Edmund Lesoir is its secretary gen- 
eral. The offices have recently been moved to 
a new address at 17 Place des Martyrs, Brus- 
sels. The president of the Institute is Dr. Os- 
car Leimgruber, Chancellor of the Swiss Con- 
federation. Leonard D. White, University of 
Chicago, is honorary vice-president. Other 
American officers are Herbert Emmerich, the 
director of Public Administration Clearing 
House, who is a vice-president and member 
of the Executive Committee; and Donald C. 
Stone, director of administration at ECA in 
Washington, who is chairman of the Commit- 
tee on Administrative Practices. 

At the Lisbon meeting it was tentatively 
determined that the eighth International Con- 
gress of Administrative Sciences will be held 
at Florence, Italy, in May 1950. More recent 
advices indicate that the place of meeting may 
have to be changed. 

The chairman of the American Section of 
the Institute is Rowland Egger of the Univer- 
sity of Virginia, and the secretary is Herbert 


Emmerich, 1313 East 6oth Street, Chicago 37, 
Illinois. 

The International Institute is of particular 
interest to members of the Society, which is a 
corporate member of the Institute. The Amer- 
ican Section of the Institute is a standing com- 
mittee of the American Society for Public Ad- 
ministration. 


United Nations Creates International Train- 
ing Centre 

At the September meeting of the General 
Assembly, the Fifth Committee voted to ap- 
prove the Secretary General's proposal for the 
establishment of an International Centre for 
Training in Public Administration. The pro- 
posal originated with the Brazilian delegation. 
Although the program adopted for 1950 is 
somewhat more modest than the sponsors 
originally had hoped, a start along practical 
lines is being made for seminars, fellowships, 
and scholarships and for exchange of techni- 
cal information. 

The International Training Centre pro- 
gram has been placer under the supervision 
of the Department of Economic Affairs as this 
is the department which is handling the 
United Nations program of technical assist- 
ance. It embraces a three-point program: 1. 
Seminars—two seminars in administrative 
problems, each for thirty officials of Member 
States for a period of three months, one at the 
intermediate and one at the advanced level. 
2. Fellowships and Scholarships—(a) thirty fel- 
lowships for senior and intermediate civil 
servants, for three-month study visits in for- 
eign administrations and institutes; (b) sixty 
one-year scholarships for junior civil servants, 
primarily for continued study at various na- 
tional and international institutes and agen- 
cies. 3. Exchange of Information—a sum of 
$10,000 was appropriated to enable the Sec- 
retary General to contract for documentation 
and exchange of technical information on ad- 
ministrative subjects in various languages, 
through the International Institute of Ad- 
ministrative Sciences. 


German Institute of Public Affairs Opens at 
Frankfurt 

Word has been received of the opening in 
Frankfurt of the Institute of Public Affairs 
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(Institut zur Férderung Offentlicher Angele- 
genheiten E.V.) which will aid “in reorienting 
German public life outside and alongside the 
official organs of government,” as well as as- 
sist American officials in the operation of the 
cultural exchange programs relating to public 
administration. 

The Institute of Public Affairs was estab- 
lished by a group of nonprofit associations 
in the field of public administration and 
local government that are concerned with 
problems of general administration, law, fi- 
nance, public safety, planning, public utili- 
ties, housing, public health, welfare, statistics, 
and personnel administration. These associa- 
tions believe that by working together under 
one roof they can coordinate their activities 
in order better to serve the public interest. 
The Institute maintains a general reference 
library, arranges conferences, courses, and lec- 
tures, and publishes books and pamphlets. 
The director of the Institute is Dr. h. c. Heim- 
erich, Mayor of Mannheim, and the address 
is Bockenheimer Anlage 45, Frankfurt a. M. 


U.S. Encourages Exchange of Information on 
Administrative Problems 


Progress has been reported in negotiations 
between American authorities in Germany 
and officials of the International Institute 
of Administrative Sciences to use the re- 
sources of the Institute in assisting the new 
German Institute of Public Affairs. The Or- 
ganization for European Economic Coopera- 
tion (OEEC), which is financed by ECA 
funds, is also negotiating a contract with the 
International Institute for services on ex- 
change of information and especially on ad- 
ministrative problems, to help further the 
European Recovery Program by aiding the im- 
provement of national government adminis- 
tration in Marshall Plan countries. 

The International Institute has appointed 
a supervisory committee to administer these 
new programs, under the chairmanship of 
Louis Camu of Brussels. Other members of 
the committee are Roger Gregoire, director 
of the civil service of France; Hartvig Nissen, 
director of the organization and methods divi- 
sion, Ministry of Finance of Norway; Georges 
Palthey, director of personnel of the United 
Nations; Alvin Roseman, U.S. representative 


to United Nations Specialized Agencies in 
Geneva; John R. Simpson, director of the 
organization and methods division of the Brit- 
ish Treasury; Walter Sharp, U. S. A., Social 
Sciences Section, UNESCO. 

The committee has established an Inter- 
national Center of Information and Documen- 
tation at the Brussels headquarters and has 
appointed as administrator M. Pierre Seeldray- 
ers, secretary general of the Belgian Mini~ ry 
of Finance. M. Seeldrayers will also edit ine 
Revue Internationale des Sciences Administra- 
tives. 


International Federation for Housing and 
Town Planning Moves Headquarters 


The International Federation for Housing 
and Town Planning has moved from 13 Suf- 
folk Street, London, to Singel 453, Amster- 
dam, C., Netherlands. At some later date the 
office will move to its permanent headquarters 
in The Hague. The new Secretary-General is 
H. van der Weijde. 

The next international congress of the Fed- 
eration will be held 27 August to 2 September 
1950 in Amsterdam. 


New Orleans Host to Inter-American Munic- 
ipal Congress 

The first postwar congress of the Inter- 
American Congress of Municipalities and the 
first congress to be held in the United States 
will take place 1-5 May 1950 in New Orleans 
by invitation of Mayor deLesseps S. Morrison 
of that city. Representatives of municipalities 
and students of municipal affairs in the Amer- 
icas are being invited to attend. 

The problems to be discussed at the Con- 
gress include (1) relations between municipal- 
ities and higher government levels, especially 
with regard to finances; (2) the role of munic- 
ipalities in public housing; (g) city planning; 
(4) suggested solutions for city traffic prob- 
lems. The United States rapporteurs are ex- 
pected to be Carl H. Chatters on finances, 
Herbert Emmerich on housing, Walter H. 
Blucher on planning, and Franklin M. Kreml 
on traffic. 

The secretary-treasurer of the Inter-Ameri- 
can Congress of Municipalities is Dr. Carlos 
M. Moran, legal adviser to the City of Havana, 
whose address is Comisién Panamericana de 
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Cooperacién Intermunicipal, 
Depto. 604, La Habana, Cuba. 


Obispo 351, 


Municipal Officials Confer in Geneva 

A conference of the International Union of 
Local Authorities was held in Geneva, Switzer- 
land, 12-17 September 1949. The problems 
considered were (1) the prevention of road 
accidents; (2) the municipalities and the 
housing problem; (3) district heating; and 
(4) food and drink contamination. A small 
delegation of United States mayors attended. 

The headquarters of the International 
Union of Local Authorities is at The Hague. 
N. Arkema is secretary general and Mayor 
Oud of Rotterdam is international president. 
The United States organizations contributing 
to the work of the Union are the American 
Committee for the IULA at 1313 East 6oth 
Street, Chicago, Illinois, and the United States 
Conference of Mayors in Washington, D. C. 


NATIONAL 
Many Hoover Commission Proposals Effected 

With a number of the major administrative 
reforms proposed by the Hoover Commission 
accomplished in 1949, and more undoubtedly 
coming up for action, the federal government 
began early in 1950 to push the more prosaic 
improvement of the management processes of 
government. 

The Hoover Commission recommendations, 
with the support of the President, made an 
impressive record in 1949, achieving these 
major changes: the further unification of the 
Armed Forces, the reorganization of the De- 
partment of State, the establishment of the 
General Services Administration, and the re- 
newal by the Congress of the President's au- 
thority to submit reorganization plans, al- 
though those plans, under the 1949 law, can 
be vetoed by either House (instead of both 
Houses) of Congress. Under this authority, the 
President submitted eight plans during 1949, 
and the Congress disapproved only one of 
them, with the result, among others, of fixing 
administrative responsibility on the chairmen 
of the Civil Service and Maritime Commis- 
sions. Everyone was wondering, as Congress 
convened in 1950, how many more major 
changes in the structure of the executive 


branch the President would be able to make. 

Reorganization moved ahead in 1949 partly 
because of the backing of the Citizens Com- 
mittee for the Hoover Report. It was the first 
time that the general cause of administrative 
reform had had the support of a major pres- 
sure group. This backing, with its heavy em- 
phasis on the need for economy and retrench- 
ment, made many government officials—even 
those who liked the general recommendations 
of the Hoover Commission—a little nervous. 
But by and large the teamwork of the Presi- 
dent and the ex-President had been surpris- 
ingly fruitful. 


Outlook for 1950 Management Improvement 
Program 

The work for 1950 is likely to be somewhat 
less dramatic. The President appointed in 
1949 an Advisory Committee on Management 
Improvement to help him follow up on the 
departments’ efforts to improve their manage- 
ment processes, and he ordered all agencies to 
report their efforts at self-improvement pe- 
riodically to the Budget Bureau. 

Among the many management improve- 
ment programs that lie ahead for 1950 are 
these: the joint project by which the General 
Accounting Office, the Treasury, and the 
Budget Bureau hope to improve the account- 
ing and financial reporting system of the fed- 
eral government; the effort to install a “per- 
formance budget” system and to work out the 
basis for the enactment by Congress of a single 
appropriation act, with an appropriation 
structure for several departments that is radi- 
cally simplified; a follow-up on Title 10 of 
the new Personnel Classification Act, which 
requires periodic surveys of agency operations; 
the improvement of regional offices in a num- 
ber of agencies, particularly the General Serv- 
ices Administration and the Federal Security 
Agency; and a continuation of work on the 
budgets of the Armed Forces under the direc- 
tion of the new comptroller of the Depart- 
ment of Defense. 


Management Improvement in Departments 
and Bureaus 

The demand for management surveys has 
led to the increased use of management con- 
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sulting firms. The Treasury Department made 
use of such help in the Internal Revenue and 
Customs Bureaus and in the Coast Guard. 
The Internal Revenue work led to particu- 
larly significant experiments to find the best 
system for handling mass paper operations and 
to audit income tax returns. 


Federal Intern Programs Prove Successful 

The publication of the final report of the 
National Institute of Public Affairs at the end 
of 1949 called attention to the great change 
that has taken place in the attitude of federal 
government officials toward the recruitment 
and training of administrators. During the 
fourteen years of its existence, the National 
Institute, supported by foundation grants, 
brought nearly 500 college graduates to Wash- 
ington for g-month internships with federal 
agencies. 

Partly as a result of the National Institute's 
successful experience, the U.S. Civil Service 
Commission is now running its first Junior 
Management Intern program with college 
graduates of 1949. Seventeen were selected for 
the first intern program in Washington. More 
than 20,000 have applied for the second of 
the Junior Management Assistant examina- 
tion which is designed to fill positions both 
in Washington and in the field. An advisory 
committee from the executive agencies is 
helping the commission develop the recruit- 
ment process, including a personal inter- 
view for the JMA examination, and is help- 
ing place the recruits in Washington jobs 
where good training is available. At the same 
time the commission is continuing its 5-year 
program of internships for government work- 
ers who have been in the federal service for 
some time. 


Staff Development Plan Permits Varied As- 
signments 


A step toward breaking down the barriers 
between administrative specialties is the Civil 
Service Commission’s recent announcement 
of a plan for staff development programs. A 
federal agency that obtains commission ap- 
proval for a plan of staff development may 
then assign a budget official, for example, to 
a personnel job without clearance from the 


commission. An employee may be given such 
an assignment for training purposes even if 
he does not meet the open competitive stand- 
ards for the new job. The commission is also 
urging federal agencies to develop programs 
for training scientific and professional person- 
nel in administration. 


Supervisors Trained By Constructive Tests 

Among the new programs for training super- 
visors, the Production and Marketing Ad- 
ministration of the Department of Agriculture 
has developed a comprehensive program which 
uses the supervisory aptitude tests developed 
by the Civil Service Commission. The PMA 
gives the examination to supervisors confi- 
dentially, in an effort to help them evaluate 
their own administrative weaknesses. Training 
sessions to help them improve all aspects of 
their work, from human relations to job sim- 
plification, are then provided. 


Defense Group: Probe Human Nature 

The great interest among researchers in the 
problem of human relations in public ad- 
ministration has led to a project to discover 
the results of such research that may be ap- 
plied in military service, and to seek to put 
them into operation. This project is being 
worked out jointly by the Personnel Policy 
Board and the Research and Development 
Board in the Office of the Secretary of Defense. 


Mr. Civil Service Meet Mr. Foreign Service 

The Department of State has appointed a 
committee, headed by James H. Rowe, Jr., 
formerly Assistant Attorney General and a 
member of the Hoover Commission, to help 
the State Department decide how—or how 
much—to put into effect the Hoover Commis- 
sion recommendations for the amalgamation 
of the foreign services and the departmental 
personnel of the State Department. 


Fiscal Coordination Reviewed by Senators 
One official study of a policy issue that has 
brought up a difficult administrative problem 
is the study of the Sub-Committee of the Joint 
Committee on the Economic Report (with 
Senator Douglas of Illinois in the chair) of 
national fiscal policy. A series of hearings dur- 
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ing the autumn of 1949 dealt with the prob- 
lem of coordinating fiscal operations, espe- 
cially between the Treasury Department and 
the Federal Reserve Board. 


Individual Rights and National Security 


Another problem raised earlier by the 
Hoover Commission has been given new at- 
tention by the Committee for Economic De- 
velopment in its statement on National Se- 
curity and Our Individual Freedom, dealing 
with the machinery in the President's Office, 
the Department of Defense, and the Congress 
for insuring national security without weak- 
ening personal liberties. Almost at the same 
time, the National Academy of Sciences and 
the National Research Council took steps to 
make clear their opposition to the investiga- 
tion for loyalty and security of those scholars 
aided by government funds who are engaged 
in nonsecret work. When a rider to the In- 
dependent Offices Appropriations Act re- 
quired the loyalty investigation of all Atomic 
Energy Commission fellows, the National Re- 
search Council proposed to stop administering 
the program for the AEC. After discussion with 
the AEC, however, the National Research 
Council agreed to go on with part of the pro- 
gram (postdoctoral fellowships for work re- 
quiring secret information) but refused to 
handle for the AEC applications for any new 
fellowships involving nonsecret work or any 
new “pre-doctoral” fellowships of any kind. 


Water Resources Study Is First of Series 


Several other studies, already announced or 
probable, promise significant administrative 
action in Washington. First, there is the crea- 
tion of a temporary Water Resources Policy 
Commission by the President, of which the 
chairman is Morris L. Cooke. Next, there is 
the bill to establish a study commission on 
federal-state relations, in order to make recom- 
mendations concerning the division of tax 
resources and policies with respect to grants-in- 
aid. Finally, there is the probability of studies 
to carry further the work initiated by the 
Hoover Commission on overseas administra- 
tion, on the federal field service, and perhaps 
on other subjects. In addition, the Post Office 
and the Interior, Agriculture, and Commerce 


Departments, among others, are planning spe- 
cial studies of their various managerial prob- 
lems. 


STATE AND LOCAL 


Accounting Committee Reactivated 


The reactivation of the National Commit- 
tee on Municipal Accounting as the National 
Committee on Governmental Accounting has 
been announced by the Municipal Finance 
Officers Association. The committee was first 
organized in 1934 and was made up of the 
chairmen of nine national organizations which 
appointed advisory committees on municipal 
accounting. The committee in its work stressed 
the development of principles and standards 
in municipal accounting as well as the devel- 
opment of standard classification and termi- 
nology in the field. 


State Chief Justices Establish Permanent Or- 
ganization 


At a meeting in St. Louis 3-4 September 
1949 the forty-eight state chief justices formed 
a permanent organization which is to be 
known as the Conference of Chief Justices. 


The Council of State Governments was desig- 
nated as the secretariat of the conference. A 
report of the meeting in the December, 1949 
issue of State Government noted that it “. . . 
epitomized the conviction of the justices that 
by pooling information on state judicial prob- 
lems, impressive improvements could be ef- 
fected in the organization and administration 
of justice on a nationwide basis. It further 
symbolized the intent of the judicial branch of 
state government to keep pace with the execu- 
tive and legislative departments in scrutiniz- 
ing and improving its processes and proce- 
dures.” 


Fewer Pay Raises for City Employees Reported 

Salary increases for city employees are slow- 
ing up according to a recent survey of pay 
rates for twenty municipal positions in one 
hundred cities. The study, which was made 
jointly by the International City Managers’ 
Association and the Civil Service Assembly, 
showed that during the first six months of 
1949, 40 per cent of the reporting cities raised 
pay rates. In a similar period in 1948, 61 per 
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cent of the cities raised pay rates, while in 
1947, 47 per cent raised pay. 


Three More Legislative Councils Established 
The action of Florida, South Carolina, and 
Texas in establishing legislative councils dur- 
ing the past year brings the total of such legis- 
lative research groups to twenty-three. The 
functions of the councils are to provide legis- 
lators with accurate information and compre- 
hensive and impartial analyses of problems 
before the legislatures. States having such 
councils are: Arkansas, Alabama, Connecticut, 
Florida, Llinois, Indiana, Kansas, Kentucky, 
Maine, Maryland, Minnesota, Missouri, Ne- 
braska, Nevada, North Dakota, Oklahoma, 
Pennsylvania, South Carolina, Texas, Utah, 
Virginia, Washington, and Wisconsin. 


States’ Education Costs Rise 

The states are carrying an increasing share 
of the cost of public education according to a 
recent study, The Forty-Eight State School Sys- 
tems. The study, prepared by the Council of 
State Governments, shows that in the period 
1937-38 to 1947-48 the states’ share of total ed- 
ucational costs rose from 29.6 per cent to 39.8 
per cent. During this decade the median ex- 
penditure per pupil more than doubled, rising 
from $82.79 to $178.71. 

The sharp increase in teachers salaries was 
in large part responsible for the rise in edu- 
cational cost. In the period from 1937-38 to 
1947-48 the median of the average annual sal- 
aries of teachers in the forty-eight states, in- 
cluding principals and supervisors, rose from 
$1,093 to $2,440. More than 40 per cent of the 
753,833 elementary and secondary school teach- 
ers in the United States do not have college 
degrees the report pointed out; 12 per cent 
have less than two years of college. More than 
450,000 new and replacement school rooms 
will be needed in the next decade to take care 
of the postwar boom in babies, the study es- 
timates. 


Study Recommends Streamlining Puerto Rican 
Government 

Additional executive power would be trans- 
ferred to the Puerto Rican Governor under 
recommendations recently outlined by the is- 


land's Commission for the Reorganization 
of the executive branch of the government. 
Of the many reorganization study groups set 
up by the states and territories in 1949, Puerto 
Rico’s was the first to complete its work. Rec- 
ommendations of the commission are similar 
in general principles to those of the Hoover 
Commission for the executive branch of the 
federal government. Regrouping operating 
functions of the Puerto Rican government 
would reduce the number of agencies report- 
ing to the Governor from eighty-two to twenty- 
three. 


Federal Grants-in-Aid Double 


A report by a committee of the Council of 
State Governments shows federal grants-in-aid 
to state governments nearly doubled between 
1946 and 1948. Grants increased from $770.7 
million to almost $1.5 billion in the two-year 
period. Most of this total went for regular 
grants—public assistance, highways, health and 
welfare, employment security, and similar non- 
emergency purposes—with less than $29 mil- 
lion appropriated for emergency purposes. Aid 
to the states averaged $8.04 per capita in fiscal 
1947 with public assistance taking 57 per cent 
of this amount. Grants for assistance include 
payments and administration of old-age as- 
sistance, aid to dependent children, and aid to 
the blind. 


State Tax Collections Increase Slightly 


State tax collections hit a record high in 
fiscal 1949, but the increase over 1948 collec- 
tions was relatively small and reflects in part 
the tapering off of the postwar inflationary 
spiral. Total state tax take for the year was 

7.4 billion. 

Income taxes showed the largest proportion- 
ate gain among all tax categories. Individual 
income taxes collected by thirty-one states 
totaled $575 million, a jump of 15.1 per cent. 
Corporate income taxes were up 13.1 per cent 
to $661 million. General sales and gasoline tax 
collections for the year amounted to $1.6 and 
$1.4 billion respectively. 


City Manager Adoptions Up 
Seventy cities adopted the council-manager 
plan of government in 1949, bringing the total 











of towns, cities, and counties under the plan 
to 954. First devised by Staunton, Virginia, in 
1908, the city-manager form of government has 
had unprecedented growth since the end of 
World War II. In the four years from 1945 to 
1949, 307 cities, towns, and counties chose 
the council-manager plan of government, an 
average of more than seventy-five per year. 
Prior to 1940, the number of adoptions av- 
eraged fewer than sixteen per year. 


GENERAL 


Jump Memorial Award Planned 

An annual award in memorial to the late 
William A. Jump, director of finance of the 
U. S. Agriculture Department, is being estab- 
lished. Any federal employee under 32 years 
of age who has demonstrated unusual ability 
in public administration will be eligible for 
the William A. Jump Memorial Award which 
will be made by an award board to be named 
annually by the Secretary of Agriculture. As 
announced, the purpose of the award is to 
“stimulate a continued and active interest by 
governmental employees and others in the 
qualities of leadership so well exemplified and 
encouraged by Mr. Jump. It would be a spe- 
cial recognition and encouragement for sus- 
tained growth, development, integrity, and 
interest in the field of public administration, 
and for notable contributions in the field to 
the efficiency and quality of public service.” 

Persons selected for the award will be given 
a gold key and a certificate. From time to time, 
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as funds permit, the award will also carry 
grants of funds for those winners who wish to 
obtain further education in public administra- 
tion. Nominations for the award will be made 
by federal agencies, including the executive, 
judicial, and legislative branches of govern- 
ment. 


Books for Devastated Areas 


The Committee on Aid to Foreign Univer- 
sities of the American Political Science Asso- 
ciation is soliciting gifts from private libraries 
in the United States of seldom-used books, 
documents, and pamphlets to replenish the 
depleted resources of libraries in war-devasted 
Europe and Asia. Publications issued since 
i933 are particularly needed, including re- 
search materials, periodicals (but not news- 
papeis), books, photostats, charts, maps, mi- 
crofilins, and the like. Gifts donated to the 
“place of greatest need” should be sent to the 
U. S. Book Exchange, Library of Congress 
Building, Washington 25, D.C. The exchange 
is sponsored by the American Council of 
Learned Societies and is prepared to allocate 
the publications where they are needed most. 
Gifts intended for “specific foreign addresses” 
and addressed to the intended foreign ad- 
dressee will be forwarded free of charge by the 
International Exchange Service if sent pre- 
paid care of the Smithsonian Institution, 
Washington 25, D.C. Further information can 
be obtained from Mr. D. G. Williams, chief, 
International Exchange Service, Smithsonian 
Institution. 





News of the Society 











ASPA Conference 


March 10-12, 1950—Friday through Sunday 
Statler Hotel, Washington, D. C. 








CHAPTER NEWS 
Regional Meetings 

A Southern Regional Meeting of the So- 
ciety was held in Knoxville, Tennessee, No- 
vember 12, following the annual conference 
of the Southern Political Science Association. 
The Society and the Association joined in a 
luficheon session at which Herbert Emmerich, 
director, Public Administration Clearing 
House, spoke on “Artificial Barriers and Nat- 
ural Resources.” 

In the afternoon President Roscoe C. Mar- 
tin presided at a session on resource adminis- 
tration. Lawrence L. Durisch, chief, Govern- 
ment Research Branch, Tennessee Valley Au- 
thority, gave a paper on “Recent Trends in 
Resource Administration in the South” which 
was followed by a panel discussion on the 
effects of these trends in selected resource 
fields. The following participated in the 
panel: P. O. Davis, director, Agricultural Ex- 
tension Service of Alabama, Alabama Poly- 
technic Institute (agriculture and general 
land use); R. P. Farrell, technical secretary, 
Tennessee Stream Pollution Control Board, 
Department of Health, State of Tennessee 
(water resources); C. F. Flory, state forester, 
State of South Carolina (forestry); Thomas 
W. Morse, director of parks, State of North 
Carolina (recreation); and Garland Peyton, 
state geologist, State of Georgia (minerals). 
The discussion concluded with a talk by Ted 
Driscoll, assistant director, Council of State 
Governments, on “A Resources Administra- 
tion Program for the States,” and general com- 
ments by John P. Ferris, manager of reservoir 


and community relations, Tennessee Valley 
Authority, and Walton Seymour, director, 
Program Staff, Office of the Secretary, Depart- 
ment of the Interior. 


Alabama 


At a meeting November 17 the chapter 
elected the following officers: President—Alex 
S, Pow, director of the University of Alabama 
Center in Montgomery; Vice President—John 
Graves, state comptroller; Secretary—York 
Willbern, University of Alabama. 


California—San Francisco Bay Area 

At a meeting November 3, at San Francisco 
State College, Harold L. Enarson, professor 
of political science at Stanford University, 
spoke on his recent experience as executive 
secretary to the President’s Fact-Finding Board 
for the Steel Industry. He outlined how the 
board met the problems involved in setting 
up, staffing, and operating a new organization 
and discussed its fact-finding techniques. 


California—San Francisco Bay Area and Uni- 
versity of California (Berkeley) 

A joint meeting was held January 6, on the 
Berkeley campus to hear Donald W. Mac- 
Kinnon, professor of psychology and director 
of the Institute of Personality Assessment and 
Research, University of California, discuss re- 
search being done in the fields of personality 
assessment and group dynamics, with particu- 
lar emphasis on its application to problems 
of personnel selection. 
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California—University of California (Berkeley) 

An error was made in reporting the news of 
the two University of California Chapters in 
the Autumn issue: of the Review. The new 
officers of the UCLA Chapter were reported 
as elected by the Berkeley Chapter. The Berke- 
ley officers are: President—Joe Lubin; Vice 
President—Jack Misner; Secretary-Treasurer— 
Evelyn Hazen; Assistant Treasurer—John 
Hope. 

Some 130 people met October 8 at the new 
home of Professor Samuel C. May, for a dis- 
cussion of “Training for the Public Service.” 
Speakers were James Fesler, visiting professor 
from the University of North Carolina; Boyn- 
ton Kaiser, chief personnel officer, University 
of California; and Professor May. The speaker 
for the meeting November 8 was Paul Ap- 
pleby, Dean of the Maxwell School of Citizen- 
ship and Public Affairs, who discussed the 
“Welfare State.” On December 8 the chap- 
ter heard Charles B. Stauffacher, assistant di- 
rector in charge of administrative manage- 
ment, U. S. Bureau of the Budget, on current 
federal budgetary problems. 


California—University of California (Los An- 
geles) 

Newly elected officers of the chapter are 
President—Herbert Motkin; Vice President 
Wendell Maccoby; Secretary-Treasurer—Dorae 
Seymour; Board Members—Joyce Cunning 
ham, Robert Schreiber. 


California—University of Southern California 

The Chapter is holding a series of meet- 
ings in 1949-50 planned to give students a 
“feel” for problems confronting the adminis- 
trator in his relations with other groups. The 
first panel session considered the relation of 
the administrator to the politician and pres- 
sure groups and the second the role of unions 
in the public service. Representative members 
of various jurisdictions participate in the pan- 
els. At each meeting a committee reports on 
current vocational opportunities. Officers are: 
President—William J]. Gore; Vice President 
Robert Callahan; Treasurer—John Gilbert; 
Editor—Paul Wangness. R. Vance Presthus 
serves as faculty advisor. 


Colorado—Denver 


Chapter officers elected January 18 are: 
President—C. L. Edwards, regional director, 
U. S. Civil Service Commission; Vice Presi- 
dent—Elton McQuery, administrative assist- 
ant to the Governor; and Secretary-Treasurer 
—Gayle Martin, graduate assistant, School of 
Public Administration. Wallace Vawter, re- 
gional director, U. S. Bureau of the Budget, 
and Albert H. Rosenthal, director, School of 
Public Administration, University of Denver, 
were added to the Advisory Council. 


District of Columbia 


On December 14, President Roscoe C. Mar- 
tin spoke on training in administration in 
the various universities and outlined the plans 
for the expansion of such courses so that the 
training will meet current operating problems 
in government and industry. On January 11, 
the Chapter heard discussion of the changes 
in federal budgetary procedures by George H. 
Mahon, Representative from Texas and mem- 
ber of the House Appropriations Committee; 
Frederick Lawton, assistant director of the 
Bureau of the Budget; and Frank Weitzel, as- 
sistant to the Comptroller General. 


Georgia 

At a meeting November 16, William M. 
Lester, executive secretary of the Tax Revi- 
sion Committee, spoke on the Georgia tax 
structure. Governor Herman Talmadge was 
guest speaker at a dinner meeting at Emory 
University December 14. He discussed the 
administration of the state government of 
Georgia. 


Illinois—C hicago 

At a dinner meeting January 12 Dr. Harold 
G. Moulton, president, Brookings Institution, 
Washington, D. C., discussed “Planning and 
Policy Making in Public Administration.” 
Some 50 members and guests attended the 
meeting. 


Illinois—University of Chicago 

On January 10 Alderman Robert E. Mer- 
riam of Chicago spoke to the Chapter on 
“Politics and Administration in Chicago.” He 
emphasized the difficulties of administration 
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in a metropolitan region with many overlap- 
ping governmental units and the political dif- 
ficulties in simplification. At this meeting two 
officers were elected to fill vacancies as fol- 
lows: President—Laurin L. Henry; Vice Presi- 
dent—Charles B. Macklin. Doris Mersdorf 
continues as Secretary-Treasurer. 

On January 19 the Chapter met with Presi- 
dent Roscoe C. Martin at a luncheon at the 
Quadrangle Club. Mr. Martin spoke inform- 
ally on “Trends in Public Administration,” 
noting an increasing amount of interchange 
between scholars and practitioners in the field 
and pointing out the value of such communi- 
cation for public policy and for research. 


Kentucky 

At a dinner meeting at the University of 
Kentucky, Lexington, October 19, Roy Ows- 
ley, consultant to the City of Louisville, de- 
scribed the duties of his position for which he 
is hired as an independent contractor with the 
same type of responsibilities and privileges as 
any other contractor. 

At a dinner meeting November 22 at the 
University of Louisville, Dr. Kenneth P. Vin- 
sel described the organization and functions 
of the newly formed Louisville Chamber of 
Commerce of which he is executive director. 

The program for the meeting December 19 
featured Martin D. Miller, management con- 
sultant with J. L. Jacobs and Co., who is do- 
ing some work for the State Revenue Depart- 
ment. His topic was “The Role of the 
Management Consultant in Government Ad- 
ministration.” At this meeting the following of- 
ficers were elected: President—Dr. A. Y. Lloyd, 
director, Legislative Research Commission; 
First Vice President—Fred J]. Benckart, finance 
officer, City of Lexington. 


Maryland 


At the November dinner meeting some 60 
persons heard a discussion of the recent sur- 
vey of the municipal government of Balti- 
more by Walter F. Perkins, vice president of 
the Koppers Company and chairman of the 
Mayor’s Advisory Committee responsible for 
the survey, and G. M. Morris of the Public 
Administration Service, Chicago. The major 
immediate objective of the survey was how to 
hoid the 1950 tax rates to their present level 


without impairing any essential municipal 
services and in some cases providing for im- 
proved service. 

The dinner meeting December 7 was con- 
cerned with the administration of the Public 
Housing Act with 40 persons in atténdance. 
Oliver C. Winston, executive director of the 
Housing Authority of Baltimore City, was 
moderator, and the discussion was led by H. 
Normon Milburn, director of personnel and 
administrative planning, Housing Authority 
of Baltimore City, and George O’Brien 
Bailey, deputy commissioner for low rent 
housing, Public Housing Administration, 
Washington, D. C. 

At dinner January 26, 50 members heard 
President Roscoe C. Martin discuss some of 
the major problems and difficulties confront- 
ing public administrators today. He defined 
the central problem of government as the 
quest for responsibility. Because of increased 
specialization and lack of interchange be- 
tween administrators in different departments 
or branches of government, there are many 
overlapping functions and many cases where 
it is extremely difficult to define and allocate 
responsibility. Communications is one of the 
central problems of public administration to- 
day. The ASPA by bringing together adminis- 
trators from all departments and levels of 
government and students and teachers of pub- 
lic administration can make a significant con- 
tribution to its solution. 

The Maryland Chapter held a theater party 
January 21 on which it cleared over $100. 


Michigan—University of Michigan 

At a social seminar on November 19 Robert 
F. Steadman, comptroller, State Department 
of Administration, spoke on the fiscal activi- 
ties of the department. Charles B. Stauffacher, 
assistant director, U. S. Bureau of the Budget, 
talked December 5, on the innovations being in- 
troduced in the federal budgetary system. 
President Roscoe C. Martin discussed “Uni- 
formity and Diversity in Public Administra- 
tion” at a meeting January 17. 

The Chapter holds weekly coffee hours and 
has had several parties this year. It has financed 
its activities largely through $150 cleared on 
a benefit movie. 
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Minnesota 

Some 55 members and guests met Novem- 
ber 17 to hear a panel discussion on the work 
and results of the Hoover Commission. Carl 
Herbert, director, St. Paul Bureau of Munici- 
pal Research, reviewed the unpublicized ef- 
forts of the group of businessmen who drafted 
reorganization plans immediately prior to the 
establishment of the Hoover Commission; 
Lloyd M. Short, director, Public Administra- 
tion Center, University of Minnesota, sum- 
marized and analyzed the accomplishments of 
the Hoover Commission; and William Ander- 
son, chapter president, described from the 
vantage point of a member of the Hoover 
Commission’s Committee on Federal-State Re- 
lations the work of the task force in that area. 

The Chapter elected the following officers: 
President—N. J. Oganovic, regional director, 
U. S. Civil Service Commission; Vice Presi- 
dent—Nathan Harris, research engineer, City 
Council, Minneapolis; Secretary-Treasurer— 
Myrtle Eklund, librarian, Public Administra- 
tion Center, University of Minnesota; Board 
of Directors—G. W. C. Ross, professor, Col- 
lege of St. Thomas; Barbara Stuhler, organiza- 
tion secretary, League of Women Voters, to 
serve with the following two members elected 
February, 1949, Victor Christgau, director, 
Division of Employment and Security, State 
of Minnesota; Harry Fiterman, tax consult- 
ant, Minneapolis. 

The Minnesota Chapter was a joint sponsor 
of a luncheon meeting November 50 at the 
meeting of the National Conference on Gov- 
ernment of the National Municipal League 
in St. Paul, at which Roscoe C. Martin, Presi- 
dent of the ASPA, was the principal speaker. 


New Jersey 

Some 60 members and guests attended a 
meeting at the Nassau Tavern, Princeton, De- 
cember 8, at which Luther Gulick spoke on 
“Problems of State Reorganization.” Officers 
were elected as follows: President—General 
Otto L. Nelson, vice president, New York Life 
Insurance Company; Vice President—Profes- 
sor Bennett Rich, Rutgers University; Board 
Members—Professor Marver Bernstein, Prince- 
ton University; Paul Stafford, secretary, New 
Jersey State Civil Service Commission. Com- 


missioner Sanford Bates, New Jersey Depart- 
ment of Institutions and Agencies, outgoing 
president, automatically became a member of 
the board. 


New York—Capital District 

The November dinner meeting of the Chap- 
ter was devoted to “The Hoover and New 
York State Coordination Commissions as In- 
struments for Analysis and Improvement of 
Public Administration.” Speakers were John 
D. Millett, Department of Public Law and 
Government, Columbia University, and Car- 
roll Gibney, director of research, Temporary 
State Commission on Coordination of State 
Activities, 

The December meeting considered “The 
Role of the Departmental Counsel in Ad- 
ministration” with the following speakers: 
Mortimer Kassell, deputy commissioner and 
counsel, Department of Taxation and Fi- 
nance; Harry Zankel, counsel, Division of 
Placement and Unemployment Insurance; 
Joseph Schechter, counsel, Civil Service Com- 
mission. Erwin Memelsdorf, principal ex- 
aminer of methods and procedures, Division 
of Placement and Unemployment Insurance 
was moderator. 

The January dinner meeting considered 
“Regional Districts: Their Determination and 
Function.” Speakers and their topics were: 
William P. Leonard, legislative reference li- 
brarian, New York State Library, a map of 
various districts in the state; Edward M. 
Meacham, executive assistant, Department of 
Commerce, the determination of districts; 
Irving Vershoor, regional library service 
center, Watertown, New York, setting up a 
new district; Dr. James J. Quinlivan, assistant 
director, Division of Local Health Services, 
districts in the Department of Health; Francis 
L. Brown, deputy superintendent, districts in 
the Department of Public Works; and Donald 
O. Benedict, senior supervisor, rural educa- 
tion, State Education Department, local de- 
termination of local districts. The moderator 
was John J. Daniels, Jr., associate budget ex- 
aminer, Division of the Budget. Attendance 
at Chapter meetings usually ranges from 60 
to 70 persons. 
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New York Metropolitan Area 

At a meeting December 7, 65 persons heard 
a discussion of ‘Federal, State and Local Re- 
lations in Public Welfare Administration.” 
Panel participants were Jane Hoey, director, 
Bureau of Public Assistance, Federal Security 
Agency; Peter Kasius, deputy commissioner, 
New York State Department of Social Wel- 
fare; and Henry J. Rosner, director of finance 
and statistics, New York City Department of 
Welfare. The speakers sketched the frame- 
work and major problems in the field of fed- 
eral and state grants-in-aid for public assist- 
ance. The liveliest discussion concerned a pro- 
posal to set tolerance standards to allow for 
some errors in local administration. 


Ohio—Cleveland 


At a luncheon meeting November 7, in- 
formal discussion centered around two issues 
to be placed before the electorate on the fol- 
lowing day—the setting up of a commission to 
study the county charter question for Cuya- 
hoga County (metropolitan Cleveland) and 
the proposal for adoption of the office type 
ballot in Ohio. Norton E. Long, Chapter 
President, and Guy Larcom, Jr., executive di- 
rector of the Citizens’ League, led the discus- 
sion. 


Utah 


At a regular monthly meeting held in the 
Union Building, University of Utah, Novem- 
ber 17, the Chapter was addressed by Dr. 
George A. Boyce, superintendent of the newly 
established intermountain Indian school at 
Brigham City, Utah, who described the ad- 
ministrative problems in establishing the new 
installation and the social, psychological, and 
economic problems of the Navajo population. 
The following officers were elected for 1950: 
President—Henry R. Pearson, managing di- 
rector of the Utah Foundation; Vice President 
C. A. Grant, executive secretary of the Utah 
Association of County Officials; Council—H. 
Byron Mock, ex officio (retiring chapter presi- 


dent); Ernest Linford, editorial writer, Salt 
Lake Tribune; Gilbert White, U. S. Forest 
Service; Ellis Johnson, Utah State Depart- 
ment of Public Health; LeRay S. Howell, ex- 
ecutive secretary, Utah Merit System Council; 
and G. Homer Durham, professor of political 
science, University of Utah. The Institute of 
Government of the University of Utah func- 
tions as the secretariat of the Chapter. 


Wisconsin—Madison 


At a dinner meeting at the Memorial Un- 
ion, October 25, Earl Sachse discussed the pro- 
gram of the Wisconsin Legislative Council be- 
fore a group of 45 persons. Professor William 
Young of the Governor's office spoke to the 
Chapter on December 8 on the present state 
of thinking on departmental organization in 
state government. Vivian B. Holland of the 
State Board of Health is secretary-treasurer of 
the Chapter. 


Wisconsin—Milwaukee 


Hubert R. Gallagher, associate director, 
Council of State Governments, formerly di- 
rector of civil government division, American 
Mission for Aid to Greece, spoke on “Foreign 
Aid Administration” at the Chapter dinner 
meeting October 18. 

The meeting of November 17 heard a panel 
discussion of “The Administrative Survey of 
Milwaukee’s City Government” by Peter J. 
McCormick, acting municipal reference li- 
brarian; Norman Gill, director, Citizens’ Gov- , 
ernmental Research Bureau; and George Saf- 
fran, city budget supervisor. 

President Roscoe C. Martin met with the 
Chapter January 19. 


Puerto Rico—University of Puerto Rico 


Chapter officers elected for 1949-50 are: 
President—Elias Rivera Cidraz; Vice President 
—Agustin Diaz Benabe; Secretary-Treasurer 
—Irma Serrano; Directors—Manuel Diaz Ni- 
eves and Edwin Ruiz Rivera. 
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